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Thomas R. Walsh, Q.C. 


PREFACE 


By Order in Council P.C. 1961-1040, July 17, 1961, we were ap- 
pointed Commissioners under the Inquiries Act to inquire into the 
Unemployment Insurance Act and operations thereunder. Our terms of 
reference were specified by the Order in Council, a complete text of 
which is shown in Appendix I. Early in August 1961, the organiza- 
tional meeting was held and the designation “Committee of Inquiry 
into the Unemployment Insurance Act” was adopted. 

Mr. Richard Humphrys, F.S.A., was appointed Secretary and Director 
of Research and Mr. T. R. Walsh, Q.C., was appointed Counsel to the 
Committee. 

On August 31, 1961, a notice was published in daily newspapers 
across Canada inviting organizations, associations and individuals to 
submit information, proposals and opinions relating to the work of the 
Committee. We received many formal briefs and a considerable number 
of less formal recommendations and expressions of opinion. All received 
our full consideration. In November and December 1961, public sittings 
were held in Ottawa to receive the submissions of those who had ex- 
pressed a desire to be heard. | 

We wish to express our sincere appreciation to all those who aided us 
in our work by submissions of views on the problems referred to us. We 
acknowledge with gratitude that we received the utmost co-operation and 
assistance from the Unemployment Insurance Commission and its staff. 
We similarly acknowledge the help received from others inside the Gov- 
ernment Service and outside having special knowledge of the matters 
referred to us for consideration. 

We are particularly indebted to Mr. Richard Humphrys and Mr. T. R. 
Walsh for their indefatigable efforts in conducting the basic research and 
in the preparation of drafts of the Report resulting from that research. 
Their broad experience in the field of unemployment insurance proved 
invaluable. 
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CHAPTER ONE 


INTRODUCTION AND SUMMARY OF 
RECOMMENDATIONS 


I. INTRODUCTION 


1. Twenty-one years have passed since the Unemployment Insurance 
Act came into effect. Over that period, many important changes have 
been made in the Act and the Regulations, nearly all in the direction 
of broadening the coverage, extending the benefit payments and 
reducing the qualification requirements. The balance in the Unemploy-. 
ment Insurance Fund rose almost steadily, year by year, from the time 
the plan was started to a peak of $927 million at December 31, 1956; 
since then, it has declined steeply to a low of $20 million at May 31, 
1962. This period of twenty-one years has been a period of profound 
change in the economic climate. The high levels of employment and 
rapid economic growth that followed the termination of the war have 
in more recent years given way to a period in which unemployment has 
become a serious problem and the rate of economic growth has become 
slower. 


2. It is apparent that the many changes that have been effected in 
the plan over its history have led to a gradual dissipation of the sound 
actuarial basis on which the original plan was founded. This, together 
with the change in the economic climate, has resulted in the virtual 
bankruptcy of the Fund. The acute financial difficulties have arisen 
largely because of these underlying circumstances but these difficulties 
have been accentuated in some degree by a growing number and variety 
of abuses and misuses. 


3. Many examples of abuses were placed before us in submissions 
and in testimony at our public hearings in 1961. Some of these abuses 
constitute fraud, but, in a formal sense, most are legal under the 
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existing system, though morally questionable and socially undesirable. 
It is common knowledge that some employers and employees “work 
the fund” and that benefits are drawn by persons who should not be 
entitled to them either in terms of need or eligibility under a proper 
insurance system. The abuses and misuses have not been subjected to 
as close a check by administrative authorities as might have been made 
and, probably as a result of the departure from a true insurance scheme, 
there has been a tendency towards less strict determination of entitle- 
ment to benefit and less strict application of conditions to be fulfilled 
for the continuation of benefit. 


4. The problems associated with breaches in the letter and spirit of 
the Act have been aggravated by developments in certain public 
attitudes that have become more prominent in recent years. These 
attitudes have been influenced unquestionably by the changes that have 
been made in the Act and its use for purposes inconsistent with the 
proper operation of an unemployment insurance plan. The distorted 
views regarding the purposes of an unemployment insurance plan have 
compounded abuses, and many individuals have come to consider it a 
vested right to recover their contributions, in whole or in part, regard- 
less of the true intent of the system. 


5. Our studies have shown that the system of unemployment insur- 
ance in Canada as it now operates will not and cannot meet the 
problems and requirements of either today or tomorrow. We are living 
in an era of extraordinarily rapid change. Revolutionary advances in 
technology, new conditions of foreign trade and a continued marked 
expansion of the labour force will have far-reaching effects on the 
operation of the economy and on the occupational structure of the 
population. In these circumstances it is obvious that there is an urgent 
need to re-examine the procedures of the past and to devise new | 
approaches commensurate with the realities of the future. 


6. In developing our recommendations we have sought to devise a 
program of support for the unemployed that will be economically and 
financially sound and at the same time deal adequately with the social 
problems that lie ahead. First and foremost, we place great emphasis 
on the positive solutions to the problem of unemployment. There is no 
system of unemployment insurance that can cope with heavy and 
prolonged unemployment in a manner that is at the same time financially 
practicable and socially defensible. Insofar as this vital but larger matter 
comes within our terms of reference we are proposing a basic 
re-organization in the role and operations of the National Employment 
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Service. In our view it is essential that this Service be used more 
effectively, as part of a comprehensive and forward-looking manpower 
policy, to expand employment opportunities and to assist individuals 
to make the best use of their skills and abilities. Such a re-orientation, 
along with the pursuit of a positive concept in respect of emerging 
employment and manpower problems, is the foundation stone upon 
which a program of support for the unemployed should be built. The 
development of adequate opportunities for employment and the fullest 
use of human resources is a prime concern of the community; support 
for the unemployed when work is not available is a necessary and 
important social obligation, but it is never an end in itself. 


Il. OUTLINE OF A PROGRAM—BASIC PRINCIPLES 


7. We are satisfied that in any comprehensive program of support 
for the unemployed, a plan of unemployment insurance based on 
insurance principles appropriate to such a plan should occupy the first 
and probably the principal place. We recognize that these principles 
will not in all respects correspond to insurance principles appropriate to 
a commercial insurance enterprise. Nevertheless, there are a number of 
basic principles that must be adhered to if a plan is to be an insurance 
plan in anything more than name. These will be referred to 
subsequently. 


8. Our views in this respect have been reached after a careful 
consideration of the opinions placed before us in briefs and at our 
public hearings, an examination of programs in a number of other 
countries, and our consideration of the problem generally. An insurance 
approach to this problem permits benefit to be paid as a matter of 
right to persons who have complied with the prescribed qualifying 
conditions. The amount and duration of benefit are determined in 
accordance with prescribed rules rather than on the basis of administra- 
tive discretion. We believe that the insurance approach thus carries a 
substantial advantage in terms of personal dignity and freedom. We 
consider also that this approach, based upon contributions by and in 
respect of those covered by the plan, permits an orderly system of 
financing free from circumstances and pressures that surround the 
determination of government budgetary programs. 


9. We are glad to note that there is widespread support for this view. 
Many of the organizations that presented views to us expressed them- 
selves as being in favour of an unemployment insurance scheme based 
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upon insurance principles, and we find that this view is frequently 
expressed in discussions of the problem, both editorial and other. 


10. We recognize that some organizations that presented views 
recommended the abandonment of the insurance approach to the 
problem and the substitution of a tax-supported program of income 
payments to persons who are without work and seeking work, the idea 
being that these payments would continue without limit as to duration 
until the claimant obtained a suitable job. An approach of this kind, 
while apparently solving some of the difficulties that beset the present 
plan, would, in our opinion, create other problems and difficulties that 
are so overwhelming that we find it impossible to accept this view. We 
believe that to no small extent recommendations of this type have their 
Origin in the difficulties that have resulted from attempts to stretch the 
existing insurance plan beyond its capacity. We believe that the program 
that we are recommending will solve most of these difficulties in a dif- 
ferent way. 


11. Although, as we have noted, we are convinced that a soundly 
conceived insurance plan has a prominent place in a program of support 
for the unemployed, we are equally convinced that an insurance plan 
cannot deal with the whole problem. Any attempt to make it do so forces 
such distortions that basic insurance principles cannot be maintained and 
the plan is pushed from amendment to amendment without any sound 
guiding principles on which decisions can be based. 


12. We believe that a certain minimum amount of frictional unem- 
ployment is to be expected in a free economic system. This degree of 
unemployment is, we think, closely linked with the maintenance of free- 
dom in the economic system; freedom of the worker to change his job, 
to change his occupation, to change his place of residence; freedom of 
the employer to launch new business enterprises, to design new products, 
to adopt new methods; freedom of the consumer to buy freely where he 
wishes and when he wishes. We believe that this minimum degree of 
unemployment could be avoided only by a regimentation of industry, 
workers and consumers that would be out of keeping with the basic 
philosophy on which our system rests. 


13. Past experience shows that even when the economy is in a con- 
dition of “full employment” it still exhibits a certain amount of frictional 
and short-term unemployment. The proportion of the civilian labour 
force shown as unemployed in the periodic Labour Force Surveys has 
never dropped below 1.3 per cent since 1941. This minimum figure was 
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exhibited in June 1944, and shows that even under the tight labour 
conditions of a wartime economy there is still some unemployment. Even 
in the years of highest employment subsequent to the war the proportion 
of the civilian labour force shown as unemployed never dropped much 
below 2 per cent in the peak employment months of the best years. It 
appears, then, that a certain minimum amount of frictional unemploy- 
ment is to be expected in the economic system even under the best 
conditions. 


14. It is this basic minimum amount of unemployment, normally 
thrown up by the operation of the economic system, that can best be 
dealt with on an insurance basis. This consists of frictional unemploy- 
ment, and short-term unemployment generally, caused by the never ceas- 
ing changes in ideas, in products, in methods, in buying habits and in 
personal employment patterns. The amount of this unemployment is 
likely to vary from year to year but in the absence of important other 
influences or trends is not likely to assume major proportions. We believe 
that it is appropriate that those who suffer the impact of this type of 
unemployment be indemnified for a substantial proportion of their lost 
wages on the basis of an insurance plan, the cost of which is borne by 
those who draw their livelihood from enterprises involving an employer- 
employee relationship. In any such plan we believe that all employees 
should be covered. There is no logical basis for any exceptions, whether 
by reason of occupation or earnings, other than such exceptions as are 
dictated by administrative problems. 


15. There are, however, types of unemployment other than frictional 
and short-term; these include the longer term unemployment resulting 
from economic recessions that occur during the business cycle, the 
pockets of prolonged unemployment that may result from the closing 
down of an industry in an area that lives by that industry alone, and 
unemployment arising from changes in methods and products that has 
continued beyond a short period. We believe that these types of unem- 
ployment are more deeply rooted than the frictional or short-term 
unemployment appearing in the ordinary functioning of the economic 
system, and generally require the application of methods and procedures 
for their solution that would not be appropriate or even feasible in the 
short run. In such cases, income maintenance is only one of the tools 
to be used in coping with the problem and we think it would be quite 
improper to rely on this tool alone. It is also to be noted that some 
individuals may suffer more or less chronic unemployment not con- 
nected with any particular feature of the economic system but rather 
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as a result of personal difficulties such as lack of education, lack of 
technical training or personality problems. 


16. We recognize that unemployment of these types cannot always 
be sharply and clearly distinguished from the thore or less normal 
frictional and short-term unemployment appearing in the economic 
system, and perhaps the best guide to distinguish between the two 
general types is the duration of the unemployment falling upon any 
individual in the light of his previous employment record. However, 
to avoid the difficulty of trying to distinguish between the various types 
of unemployment in their early phase, we believe that the unemploy- 
ment insurance plan should absorb the first impact of unemployment, 
whatever the type. Unemployment that has continued beyond a rela- 
tively short period can, in general, be considered as arising from other 
than normal causes. Our view is, therefore, that a plan of extended 
benefits should be instituted under which benefit payments will be 
continued for a further period to any individual who has exhausted his 
entitlement to insurance benefit. The payment of these extended benefits 
should, we believe, be accompanied by a vigorous attack on the condi- 
tions that have caused the persons concerned to remain unemployed 
beyond the duration of their insurance benefits. This vigorous attack 
would include monetary and fiscal policies, trade policies, retraining 
and relocation of workers, development of resources and industries, 
development of winter works, examination of particular empldyment 
problems of individuals and all other tools available in a comprehen- 
sive employment and manpower problem. 


17. In such a concept, income maintenance occupies only one place. 
Since the unemployment in question would usually stem from problems 
that affect the economy as a whole, or the economy of large regions, 
rather than from the normal operation of a free employer-employee 
relationship, we believe that the responsibility for meeting the cost of 
these extended benefits should rest upon the taxpayers as a whole as 
part of the general taxation system, and they should not be financed on 
the basis of specific contributions from the persons concerned or their 
employers. 


18. We do not believe that a plan of extended benefits should pro- 
vide benefit for an indefinite period to any individual. We suggest 
instead, as will be described in further detail subsequently, a period of 
extended benefits that will be related in broad terms to the claimant’s 
employment record, and we think that the amount of benefit should 
also be related to the claimant’s normal earnings. 
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19. In reaching this view we have in mind that thé labour force in 
Canada is not a closed or homogeneous group. Instead, there is an 
active movement of individuals into the labour force and out of it. 
Sonfe persons wish full-time work, others wish only part-time work. 
It is not possible to determine, in every case, whether a claimant 
genuinely desires employment or not. In many cases of low employ- 
ability it may be extremely difficult to find a suitable job, and the prob- 
lems of retraining or relocation may be impossible where the indi- 
viduals concerned are not in fact eagerly seeking work. A benefit of 
unlimited duration would, in such cases, not be appropriate in the light 
of the plan that we have in mind. Further, we think it would be repug- 
nant to the public generally to keep persons on benefit at the taxpayers’ 
expense for an indefinite period without examining their actual needs. 
We believe also that an indefinite period of benefit payment would 
tend to create a hard core of unemployment, would lead to debilitation 
and degradation of the individuals concerned and would tend to obscure 
the need for a different type of treatment of their problems. 


20. When unemployment for any individual has gone on for a long 
period—beyond the period contemplated by us as appropriate for an 
insurance benefit together with an extended benefit—we believe that it 
would be wholly reasonable to look to a plan of general assistance based 
on a test of need to take up the case. Benefits determined in accordance 
with a set of rules and in accordance with some previous employment 
record are based, in effect, on an average need. After unemployment has 
continued for a long period we think that it is socially desirable that the 
individual case be examined to determine the actual needs, not only to 
determine whether the general taxpayer should continue to provide 
assistance but also to determine the amount of assistance required in the 
light of those needs. Also, individual treatment would determine whether 
any special procedures are indicated that go beyond the more general 
procedures of a national employment and manpower program. Thus a 
different type of administration is needed. Trained social workers would 
be required and decisions would depend not only on an individual’s 
personal needs and circumstances but also on local conditions. 


21. Thus we think that a general assistance plan based on a test of 
need should be relied upon to assume the problem of the residual unem- 
ployment. The assistance plan would take care of the cases for whom it 
has not been possible to provide other solutions during the time that 
they have received benefits under the preceding plans. The assistance 
plan would apply to persons who are demonstrably in need and who 
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have been unable to qualify for insurance benefit or extended benefits or, 
having qualified, have exhausted such benefits. 


22. In summary, we believe that a program of support for the unem- 
ployed should consist of three parts. The first part would be an insurance 
plan founded on insurance principles and supported by contributions 
by and on behalf of the persons concerned; this would take the first 
impact of unemployment but only for a limited time. The second 
part would be a plan of extended benefits payable to those who have 
exhausted their insurance benefits and, subject to certain conditions, to 
those whose unemployment follows a seasonal pattern, to be supported 
from general taxation revenues. The third part would be an assistance 
plan to deal with residual unemployment applied on a needs-test basis 
and administered by local or regional authorities in the light of local 
circumstances. These three parts of the general program will be discussed 
in greater detail in Chapter Four. 


23. In the course of our study of the problems placed before us, we 
have had in mind constantly the question of abuses under the present 
system and several specific recommendations are made designed to cure 
or at least to lessen the possibility of abuses. Legislation is, however, only 
one factor in controlling abuses. Equally important is a competent and 
dedicated administration to enforce the system with fairness, vigour and 
imagination. Any failure to maintain an administrative staff of the neces- 
sary extent and quality cannot but have the most unfortunate effects on 
the operation of plans as widespread as those designed to deal with 
financial support for the unemployed. Inadequate administration will 
inevitably open the door again to abuses and to the discrediting of the 
whole plan. The work of the administrative staff must, of course, be 
encouraged and supported at all levels on the basis of a clear idea of 
the intentions of the whole program, not only within the permanent 
administration but also reaching out to the legislators and the com- 
munity itself. 

24. We feel that it is important from this aspect of the matter to carry 
on a regular educational program through the press and other media to 
create a proper public image of unemployment insurance. The rights and 
responsibilities of employees and employers should be made clear. A 
proper understanding of the nature of unemployment insurance should 
go a long way towards building a better public attitude. Such educational 
efforts will produce results however only when the public becomes con- 
vinced that the legislation is administered fairly and impartially for the 
purpose for which it was designed and when the legislation is changed 
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to block some of the more apparent misuses of the plan. When the 
widespread idea that the Unemployment Insurance Fund is used as a 
convenient device to deal with problems not intended to be handled 
under the unemployment insurance plan is dispelled, public confidence 
should be restored and better co-operation secured. 


25. To conclude this statement of general philosophy, we wish to 
emphasize that our recommendations are closely interwoven, one with 
the other, and it should not be assumed that we should be in favour of 
the adoption of any particular recommendation or any group of recom- 
mendations regardless of what action is taken with respect to the others. 
We think that the recommendations should be considered as a whole. 
Great care must be taken in selecting amongst them because, to select 
some and not others, might have the effect of destroying the compre- 
hensive program we have attempted to design and might make matters 
worse than they are now instead of better. 


26. A summary of our recommendations now follows. Further detail 
and discussion concerning them will be found in Chapter Four. 


Ht. SUMMARY OF RECOMMENDATIONS 


27. (Further details in connection with each item will be found in 
the paragraphs referred to at the end of the item.) 


(1) That a program of support for the unemployed be adopted 
consisting of three parts as follows: the first part to be an insurance 
plan, supported by contributions from employees and employers, to 
take the first impact of unemployment but only for a limited time; 
the second part to be a plan, supported from general taxation 
revenues, to provide extended benefits payable to persons who have 
exhausted their insurance benefits, and, subject to certain conditions, 
to persons whose unemployment follows a seasonal pattern; and the 
third part to be an assistance plan to take care of residual unemploy- 
ment, applied on a needs-test basis and administered by local or 
regional authorities in the light of local circumstances; (Ch. One, 
par. 7 to 22). 


(2) That the unemployment insurance plan be based on insurance 
principles appropriate to such a social insurance plan (Ch. Four, 
par. 1 to 10). 


(3) That coverage under the unemployment insurance plan apply 
to all persons over the age of 18 occupying the employee side of an 
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employee-employer relationship, subject to exceptions only because 
of administrative problems (Ch. Four, par. 11 to 32). 

More specifically, and with reference to coverage under the exist- 
ing plan, our recommendations under this head are: 


(a) 


(b) 


(c) 


(d) 


(e) 


that coverage be extended to 

(i) government employees, federal, provincial and 
municipal (subject to the consent of the province in 
the case of provincial employees) (Ch. Four, par. 
12 to 14), 

(ii) employees earning more than $5460 annually (Ch. 
Four, par. 16 to 19), 

(iii) employees of hospitals and charitable institutions 
(Ch. Four, par. 24), 

(iv) teachers (Ch. Four, par. 12, 13, 15); 


that coverage be withdrawn from 

(i) self-employed fishermen (See Recommendation 45 
concerning the establishment of a separate plan 
for this group.) (Ch. Four, par. 26), 

(ii) persons under the age of 18 (Ch. Four, par. 27); 


that the existing exception relating to employees in agricul- 
ture and domestic service be continued by reason of 
administrative problems but that efforts be made to solve 
these problems and extend the coverage within these 
classes if and when appropriate procedures can be devised 
(Ch. Four, par. 20 to 22); 


that existing exceptions founded on the dangers of abuse 
be continued (Ch. Four, par. 25) and expanded to except 
all family employment, whether paid or unpaid (Ch. Four, 
par. 28), employees hired together with major equipment 
owned by the employee (Ch. Four, par. 29), casual 
employment (Ch. Four, par. 30), officers and directors of 
corporations where the Unemployment Insurance Commis- 
sion is satisfied that the employment is substantially self- 
employment (Ch. Four, par. 32); 

that the existing exceptions relating to members of the 


armed forces and members of the Royal Canadian Mounted 
Police be continued (Ch. Four, par. 23). 


(4) That, with the excepticn of administrative expenses, the un- 
employment insurance plan be financed by contributions shared 
equally between employees and employers with no contribution from 
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the government (except in its capacity as an employer) and that 
the administrative expenses arising in connection with the plan be met 
by the government from general taxation revenues (Ch. Four, par. 
33108 9)). 


(5) That the contribution system and qualification requirements 
for benefit be revised to provide that where an employee works for a 
particular employer for less than a full working week, the earnings 
class be determined on the basis of the employee’s rate of earnings 
for a full working week and the contribution required be one-fifth 
of a full week’s contribution in that earnings class for each day 
worked; that the contribution record for each insured person show 
the number of days worked in any week where the insured person 
worked for less than a full working week; that the record of attach- 
ment to insured employment required to enable an insured person to 
qualify for benefit be expressed in terms of full weeks of employment 
or contribution, with partial weeks being converted to full weeks at 
the rate of five days equalling one week; and that the rate of benefit 
be based upon the average contribution per full working week over 
the 20 most recent full weeks of contribution (or the equivalent in 
broken weeks at the rate of five days equalling one week); (Ch. 
Four, par. 40 to 53). 


(6) That the existing methods of collecting and recording con- 
tributions be retained but that the Unemployment Insurance Com- 
mission continue its efforts to extend the bulk-pay system as far as 
it can be extended in an efficient and useful manner (Ch. Four, 
par. 54 to 59). 


(7) That the existing practice of a general pooling of the risk be 
continued and that plans of merit or experience rating not be adopted 
(Ch. Four, par. 134 to 138). 


(8) That existing contribution rates be continued subject to the 
adoption of an appropriate comparable rate for the new top class, 
until a suitable reserve fund has been established and until experience 
shows that a reduction in rates is possible without threat to the finan- 
cial solvency of the plan (Ch. Four, par. 154 to 163). 


(9) That the record of attachment to insured employment required 
for the establishment of a benefit period be at least 30 full weeks 
of employment in insured employment in the two years preceding the 
claim of which at least 20 weeks have occurred in the one year preced- 
ing the claim and also since the beginning of the last preceding 
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benefit period, if any; and that for the purpose of this test, partial 
weeks of employment be converted to full weeks at the rate of five 
days equalling one week; (Ch. Four, par. 60 to 70). 


(10) That the maximum benefit available in any benefit period 
be one full week of benefit for each two full weeks of contribution 
that have occurred in the one year preceding the claim and also since 
the beginning of the last preceding benefit period, if any; and that, 
for this purpose, partial weeks of contribution be converted to full 
weeks on the basis of five days equalling one week; (Ch. Four, par. 
71 to 76). , 


(11) That an additional earnings class be added to include all 
employees who are earning $80.00 a week or more and that the two 
lowest earnings classes be combined into one (Ch. Four, par. 81, 
82, 85)- 


(12) That the rates of benefit be raised to approximately 60 per 
cent of earnings for claimants with a dependent and to approximately 
45 per cent of earnings for claimants without a dependent, in the 
upper earnings classes, and to a somewhat higher proportion of 
earnings in the lower earnings classes (Ch. Four, par. 77 to 80, 
83 to 85). | 


(13) That allowable earnings be reduced to represent approxi- 
mately one-quarter of the weekly rate of benefit in each class (Ch. 
Four, par. 86 to 88). 


(14) That Seasonal Benefit in its present form be withdrawn and 
that seasonal regulations be enacted whereby insurance benefit would 
not be paid during any period of unemployment that, on the basis 
of the claimant’s personal employment record, is shown to be of a 
repetitive seasonal character (Ch. Four, par. 89 to 103). 


(15) That no special regulations be enacted relating to married 
women as such, but that a program be adopted providing more 
active claims supervision and more vigorous follow-up of cases 
where referrals to job opportunities have been made without suc- 
cessful placement, in order to reduce the abuse of the plan on the 
part of persons who are not genuinely seeking employment (Ch. 
Four, par. 105, 106, 108 to 110). 


(16) That a woman whose employment terminates by reason of 
pregnancy be considered as unavailable for employment until eight 
weeks after confinement; and that, if her employment terminates for 
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any other reason, a woman who is pregnant be considered un- 
available for employment for eight weeks before and eight weeks 
after confinement (Ch. Four, par. 107, 111, 112). 


(17) That a woman who has children below school age in her 
care be considered unavailable for employment unless she can 
prove to the satisfaction of the Unemployment Insurance Commis- 
sion that she has made satisfactory arrangements for the care of 
the children should she receive an offer of employment (Ch. Four, 
par. 111, 112). 


(18) That the pension received on retirement under an employer- 
employee pension plan and income payments given as indemnity 
for a temporary period for lost wages under Workmen’s Compensa- 
tion plans or employer-employee sickness or disability plans be 
treated as earnings for purposes of determining benefit payments 
under the unemployment insurance plan (Ch. Four, par. 113 to 121). 


(19) That payments made to employees on termination of employ- 
ment, such as bonuses, gratuities, severance pay, holiday pay, or 
other credits, be treated as earnings for purposes of determining 
the benefit payments under the unemployment insurance plan (Ch. 
Four, par. 130 to 132). 


(20) That efforts be made to increase the extent of post-auditing 
procedures in connection with claims, to bring to light possible 
concealment of earnings (Ch. Four, par. 123 to 125). 


(21) That efforts be continued to improve interviewing techniques 
and procedures as a means of determining the true facts concerning 
availability for employment (Ch. Four, par. 126). 


(22) That where a claimant is disqualified by reason of voluntary 
termination of employment without just cause, or by reason of a 
refusal to accept an offer of suitable employment, the disqualifica- 
tion result in a reduction of benefit entitlement equal to the period 
of disqualification rather than merely a delay in receipt of benefit 
(Ch. Four, par. 139 to 141). 


(23) That the Unemployment Insurance Commission undertake a 
vigorous campaign of education aimed at demonstrating to em- 
ployers the importance of accurate reporting of reasons for ter- 
mination, and use the power now available to prosecute employers 
who can be shown to have supplied false information (Ch. Four, 
par d27; tow 29): 
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(24) That where a claimant is entitled to supplemental unem- 
ployment benefit payments under a plan established by his em- 
ployer, these payments be treated as though they were earnings 
for purposes of computing benefit payable under the unemployment 
insurance plan, except that, for claimants in the top earnings class, 
the benefit payable under the unemployment insurance plan be the 
smaller of (a) the amount payable under the insurance plan apart 
from the supplemental unemployment benefit plan, or (b) the amount 
required to bring the income of the claimant for the week from 
earnings, supplemental unemployment benefit and unemployment 
insurance benefit combined, up to 75 per cent of his normal weekly 
earnings if he has a dependent or 564 per cent of his normal weekly 
earnings if he has no dependent (Ch. Four, par. 142 to 148). 


(25) That where a claimant is directed to a training course, the 
unemployment insurance benefit be terminated and a training allow- 
ance be granted in lieu thereof under the general vocational training 
program (Ch. Four, par. 149 to 150.) 


(26) That refusal to cross picket lines in connection with a la- 
bour dispute be considered as evidence of taking part in a labour 
dispute regardless of the reason given for such refusal (Ch. Four, 
par. 151). 


(27) That where workers of a given grade or class participate 
in a labour dispute at a particular premises by refusing to cross 
picket lines, such refusal be considered as constituting participation 
in that dispute by all workers of that grade or class throughout 
the area covered by the agreements that have given rise to the 
original dispute (Ch. Four, par. 152, 153). 


(28) That the balance in the Unemployment Insurance Fund not 
required to meet current benefit payments be invested from time to 
time in securities especially issued for the purpose by the govern- 
ment of Canada, such securities being redeemable at par, subject 
to 30 days’ notice, and carrying a rate of interest approximately 
equal to the market rate at date of issue on a three-year government 
security (Ch. Four, par. 164 to 173). 


(29) That the Unemployment Insurance Commission be required 
to prepare an annual financial statement showing the condition of 
the Fund at the end of each fiscal year and the income and ex- 
penditure occurring during the year; that this statement be audited 
by the Auditor General; that the audited statement be laid before 
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Parliament at the earliest opportunity; and that the existing require- 
ment calling for a statement by the Minister of Finance be repealed; 
(Ch. Four, par. 172). 


(30) That a plan of extended benefits be adopted to pay benefits 
for a limited period to persons who have exhausted their unemploy- 
ment insurance benefits and, subject to certain conditions, to per- 
sons who are ineligible for unemployment insurance benefits by 
reason of the seasonal regulations, the cost of such extended benefits 
to be met by the federal government from its general sources of 
revenue (Ch. Four, par. 174 to 207). 


(31) That eligibility for extended benefits be limited to persons 
who have recently established a benefit period under the unemploy- 
ment insurance plan and have either exhausted their insurance 
benefit or have been disqualified by reason of the seasonal regula- 
tions, but that no benefits be payable under this plan to persons 
aged 70 or over who are in receipt of a pension under the Old Age 
Security Act, to persons under age 18 or to married women who are 
not the sole support of their household (Ch. Four, par. 179 to 185). 


(32) That the maximum period of extended benefits be one and 
one-half times the period of insurance benefit to which the claimant | 
was entitled in his last preceding benefit period; that eligibility for 
extended benefits commence immediately on the termination of a 
benefit period under the insurance plan; and that such eligibility 
expire at the end of a further period of time equal to the maximum 
period of entitlement to extended benefits applicable in the particular 
case; (Ch. Four, par. 186 to 188). 


(33) That the rate of benefit payable under the extended benefits 
plan be the same as the rate of benefit to which the claimant was 
entitled under the insurance plan in his last preceding benefit period 
(Ch. Four, par. 189). 


(34) That claimants under the unemployment insurance plan 
who are disqualified by reason of the seasonal regulations be enabled 
to draw extended benefits during the off season subject to all the 
other rules applying to extended benefits, and to the further rule 
that no extended benefits be paid to any such person who had a 
record of 40 or more full weeks of insured employment during the 
52 weeks preceding the claim (Ch. Four, par. 191 to 197). 


(35) That the operation of the plan of extended benefits be ac- 
companied by increased emphasis on the vigorous development of 
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the National Employment Service, on the problem of adjustment 
to technological changes, on retraining programs, and on problems 
of occupational and industrial shifts and on all other matters falling 
within a comprehensive national employment program (Ch. Four, 
par. 200 to 202). 


(36) That a claimant under the extended benefits plan be required 
to accept employment of which he is reasonably capable, whether 
it is the same as his customary employment or not, or be disquali- 
fied for benefit (Ch. Four, par. 203 to 205). 


(37) That claimants under the extended benefits plan have the 
right to appeal decisions of the administration to the Chairman of 
the local Board of Referees established under the unemployment 
insurance plan (Ch. Four, par. 207). 


(38) That efforts be continued to improve and develop existing 
assistance plans operated on a needs-test basis to enable them to 
deal effectively with residual unemployment (Ch. Four, par. 208, 
209). 


(39) That the National Employment Service be transferred to the 
Department of Labour as a necessary move to co-ordinate efforts 
relating to manpower policy and employment programs and that the 
National Employment Service, through its local offices, perform an 
administrative function for the Unemployment Insurance Commis- 
sion on an agency basis (Ch. Four, par. 210 to 220, 222). 


(40) That the Unemployment Insurance Commission have the 
responsibility for the administration of the unemployment insurance 
plan and the extended benefits plan in all respects, subject to an 
agency arrangement with the National Employment Service at the 
local office level, and for the appointing of Chairmen of Boards of 
Referees (Ch. Four, par. 221 to 224). 


(41) That power be restored to the Unemployment Insurance 
Commission to prosecute employers for default in payment of con- 
tributions required by the Unemployment Insurance Act (Ch. Four, 
par. 229). 


(42) That steps be taken to raise the standard of education, train- 
ing and salary in order to improve the quality of the staff of the 
Unemployment Insurance Commission and of the National Employ- 
ment Service and that, in particular, the staff of claims investigators 
and auditors be increased (Ch. Four, par. 226 to 230, 232, 233). 
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(43) That the physical facilities of the local offices of the Na- 
tional Employment Service be improved (Ch. Four, par. 231). 


(44) That an Advisory Committee be continued with the respon- 
sibility for watching over the financial solvency of the plan; that the 
Advisory Committee be made up of representatives of employers and 
employees appointed by the government from panels nominated for 
the purpose by interested organizations, and possibly supplemented 
by members representing the public at large; and that recommenda- 
tions of the Advisory Committee concerning the financial structure of 
the plan be either accepted by the government, or formally rejected 
with reasons given; (Ch. Four, par. 234 to 237). 


(45) That a separate plan for self-employed fishermen be insti- 
tuted, designed to be more in accordance with the needs and circum- 
stances of the fishermen than is possible under the general unemploy- 
ment insurance plan; and that responsibility for the administration 
of this separate plan rest with the Department of Fisheries; (Ch. 
Four, par. 238 to 244). 
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CHAPTER Two 


A BRIEF HISTORY OF THE UNEMPLOYMENT 
INSURANCE ACT 


I. LEGISLATIVE HISTORY 


1. It does not appear necessary to review in any detail the considera- 
tion given over many years to the desirability of a scheme of insurance 
against unemployment. An Act was passed by Parliament in 1935 to 
provide such insurance but was subsequently held ultra vires. After the 
constitutional difficulties had been cleared away the Unemployment In- 
surance Act of 1940 was assented to on August 7, 1940. Although 
changed in many important respects, the basic scheme adopted in 1940 
is the plan of insurance against unemployment still in effect. 


A. Plan Based on Insurance Principles 


2. It would also seem unnecessary to devote much space to establish 
the fact that the plan adopted was an insurance plan and not a 
plan of unemployment assistance or other form of social welfare. The 
word “Insurance” in the title of the Act was not used carelessly; it was 
the carefully considered description of the nature of the plan. The 
Canadian Act was modeled largely on the British Act which had been 
in force for several years, and to a lesser degree on the Unemployment 
Insurance Acts in the United States which had been in operation for a 
shorter time. Both the British and American schemes were based on 
insurance principles. In considering the application of insurance prin- 
ciples it should be kept in mind that unemployment insurance is social 
insurance as distinguished from commercial insurance, and some de- 
partures from principles that would be regarded as essential in commer- 
cial insurance do not make the unemployment insurance plan any less 
an insurance plan. 
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3. Over the years a great deal has been written on the meaning of 
insurance principles as applied to unemployment insurance. It is not 
proposed to repeat here what has already been said on this subject or 
to attempt a better statement. However, to consider how these principles 
were embodied in the Act as originally enacted, and how they have fared 
over the intervening years, it may be useful to set*out a very concise 
statement of the principles as enunciated by the Unemployment In- 
surance Commission several years ago: 


A plan of insurance must have an actuarial basis. There must be 
a definition of the risk insured against and the conditions under which 
indemnity will be paid; the area of insurance must be limited to con- 
tingencies, not situations that are certain to occur; there must be 
some possibility of estimating the rate of occurrence of the 
contingency; the amount of the indemnity (under unemployment in- 
surance, the rate and duration of payment) must be determined; and 
the premium or contribution must be calculated which is needed to 
provide a fund sufficient to meet all probable claims. 

For an unemployment insurance plan to be genuine insurance, it 
follows that (1) the insured person, to have an insurable interest, 
must be subject to the risk of losing something of real value; (2) the 
actual occurrence of this contingency must be easy of verification 
and of proof that it falls within the scope of the insurance contract. 

Under unemployment insurance, as regards (1), the contingency 
is loss of employment and the earnings therefrom. A person who is 
not normally in insurable employment to a substantial extent and 
within a recent period of time has nothing of substantial value to 
lose and cannot have an insurable interest. As regards (2), there 
must be a ready means of determining when an insured person is 
unemployed and whether he meets the minimum conditions for the 
receipt of benefit. , 

The above is a brief statement of what is meant by “insurance prin- 
ciples” as that expression is used in connection with unemployment 
insurance. A scheme of cash relief for the unemployed which does 
not adhere to these principles is not insurance. 


B. The 1940 Act 
(a) Coverage 


4. The record seems clear that the primary purpose of the Unem- 
ployment Insurance Act of 1940 was the positive one of establishing and 
maintaining an effective National Employment Service. The insurance » 
feature was coupled with the employment feature to provide insurance 
against the loss suffered as a result of temporary loss of employment. 
The plan was compulsory; i.e., subject to the exceptions noted below 
every person employed under a contract of service was insured and was 
required to contribute as was his employer and the federal government. 
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Excepted Employments: 


i: 
2 
. Lumbering and logging, exclusive of wood-processing mills and 


(e%) 


12. 


13. 


14. 


ay 


16. 


17. 
18. 


19. 


20. 
21. 


Agriculture, horticulture and forestry. 
Fishing. 


plants in operation more than 30 weeks in a year. 


. Hunting and trapping. 

. Transportation by water or by air, and stevedoring. 

. Domestic service in a private home. 

. Employment in a hospital or charitable institution not carried 


on for gain. 


. Professional nursing for the sick or as a nurse-probationer. 

. Teaching, including teachers of music and dancing. 

. Service in the armed forces or in a public police force. 

. Employment in the government service of Canada for em- 


ployees appointed under the Civil Service Act or certified as 

permanent. 

Employment in the government service of any province unless 

the government of the province agrees. 

Employment by any municipal authority if the municipal 

authority certifies that the employment is permanent. | 

Employment as an agent paid by commission, fees, or share 

of profits, if this is not the main means of livelihood and if 

the employee is not under a contract of service giving the 

employer control over the manner and time in which the 

service is to be performed. 

Employment at a rate of remuneration exceeding $2,000 

a year. 

Casual employment, otherwise than for the employer’s regular 

business. 

Subsidiary employment, not the main means of livelihood. 

Employment where the employed person is in the service 

of his or her spouse. 

Employment where no wages are paid and the employee is 

the child of the employer. 

Employment where wages are paid for playing any game. 

Any employment— 

(a) that ordinarily lasts for less than four hours a day, or 

(b) that is ordinarily by more than one employer but less 
than four hours a day for any one of them, or 

(c) where the employee is only available for insured 
employment for not more than two days in any week. 
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5. The administration of the Act was entrusted to a commission 
composed of a chief commissioner, a commissioner representing em- 
ployers and a commissioner representing employees, rather than to 
a department of government. The Commission was responsible to 
Parliament reporting through the Minister of Labour. For the purpose 
of advising and assisting the Commission in carrying out the function 
of the Employment Service, the Commission was required to establish 
a “National Employment Committee” and such other committees as 
the Commission considered desirable. It was provided that the National 
Employment Committee would be made up of members chosen after 
consultation with organizations representing workers and an equal 
number of members chosen after consultation with organizations rep- 
resenting employers. 


6. On the insurance side, provision was made for the establishment 
of a committee called the “Unemployment Insurance Advisory Com- 
mittee”. It was provided that at least one of the members of the 
Advisory Committee, other than the chairman, should be appointed 
after consultation with organizations representing workers and an 
equal number after consultation with organizations representing 
employers. This provision of the Act did not apparently contemplate 
that the Committee would be composed solely of representatives of 
employees and representatives of employers as was the case in the 
composition of the National Employment Committee. However, in 
practice, the membership of the Committee, apart from the chairman, 
has been made up equally of representatives of employers and repre- 
sentatives of employees. The Committee, appointed by the Governor in 
Council, was required to advise and assist the Unemployment Insurance 
Commission, report on the condition of the Insurance Fund and make 
recommendation if the Fund was, or was likely to become, insufficient 
to discharge its liabilities. The Committee was also empowered to make 
recommendations with respect to the coverage of persons not insured 
under the Act. 


(b) The Unemployment Insurance Fund and the Investment 
Committee 


7. Contributions under the Act commenced as of July 1, 1941. All 
contributions under the Act were credited to a special fund called 
the Unemployment Insurance Fund in the Consolidated Revenue Fund. 
In addition to the contributions of employer and employee, the govern- 
ment made an additional contribution equal to one-fifth of the aggregate 
of the employer-employee contributions. In addition, the government 
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paid the entire cost of administration. Withdrawals from the Fund 
could be made only for the purpose of payment of benefits and refund 
of contributions. It was provided that when there were amounts standing 
to the credit of the Unemployment Insurance Fund not currently 
required for the purposes of the Act, the Minister of Finance, on the 
requisition of the Commission, was required to purchase obligations 
of or guaranteed by the government of Canada. However, all such 
investments could be made only on the authorization of the Invest- 
ment Committee consisting of one member nominated by the Minister 
of Labour, one member nominated by the Minister of Finance, and 
the Governor of the Bank of Canada or, in his absence, his deputy. 


8. Generally, contributions were made by the affixing of unemploy- 
ment insurance stamps in an insurance book issued to each covered 
employee, for each day of insured employment. Payment by means of 
a stamp metering device was also provided for, and, later, provision 
was made for payment in bulk. 


(c) Entitlement to Benefit 


9. In order to establish a claim for benefits, the claimant was required 

to show: 

(i) that contributions had been made in respect of him while em- 
ployed in insured employment for not less than 180 days during 
the two years immediately preceding the date on which a claim 
for benefit was made; 

(ii) that he had made application for insurance benefit in the 
prescribed manner, and proved that he was unemployed on 
each day on which he claimed to have been unemployed; 

(iii) that he was capable of and available for work but unable to 
obtain suitable employment; and 

(iv) that he either duly attended or had good cause for not astendine 
any course of instruction or training approved by the Com- 
mission that he may have been directed to attend by the Com- 
mission for the purpose of becoming or keeping fit for entry 
into or return to employment. 


10. In applying the contribution test described in item (i) of 
paragraph 9, the concept of a “benefit year” was used. This concept 
is explained in paragraphs 74 to 78 of Chapter Three. After the ter- 
mination of a benefit year, the claimant, to establish a further claim, 
was required to show, not only that he had made at least 180 daily 
contributions in the two years preceding the claim, but also that at 
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least 60 of these contributions had been made since the last day of 
benefit in the preceding benefit year. 


11. An insured person was disqualified for benefit if participating 
in, financing, or directly interested in a stoppage of work due to a 
labour dispute. He was also disqualified for a period not exceeding 
six weeks— 

(i) if he had been discharged for misconduct; 
(ii) if he had refused to accept suitable employment without 
just cause; 
(iii) if he had voluntarily left employment without just cause. 


12. The Act gave a claimant whose claim had been disallowed by 
an insurance officer the right of appeal to a Court of Referees. The 
Court of Referees was composed of a chairman appointed by the 
Governor in Council, a number of persons representing employers 
and an equal number representing employees. A further appeal to an 
Umpire was provided for. The Umpire was chosen from the judges 
of the Exchequer Court and of the Superior Courts of the provinces. 


(d) Amount and Duration of Benefit 


13. Originally the amount of benefit was 34 times the employee’s 
average contribution made within the previous two years for a claimant 
without a dependent, and 40 times for a claimant with a dependent. 
No benefit was payable for the first nine days of employment in a 
benefit year (the “waiting period”), nor for the first day of unemploy- 
ment in a week (the “non-compensable day”) unless the claimant was 
unemployed all of that week or the first day of unemployment followed 
a period of continuous unemployment of not less than a week. The 
waiting period was based partly on grounds of administrative con- 
venience and partly on grounds of cost; i.e., short periods of unemploy- 
ment each year were regarded as a near certainty for the great 
majority of persons in insured employment. This safeguard was regarded 
as comparable to the deductible feature in automobile insurance. The 
maximum duration of benefit was one day of benefit for each five daily 
contributions made in the previous five years, less one day for each 
three days of benefit received in the previous three years. 


C. Coverage of and Claims by Older Persons 


14. In June 1941, the Unemployment Insurance Advisory Com- 
mittee held its first meeting. At the Advisory Committee meeting in 
December 1941, the Unemployment Insurance Commission submitted 
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a series of suggested amendments to the Act. Not too surprisingly, a 
number of practical problems in the administration of the Act had 
been encountered in the short time it had been in operation. Many 
of the recommendations of the Commission were concurred in by the 
Committee and led to legislative action in 1943. The Commission 
also recommended the inclusion of lumbering and logging and 
stevedoring as insured employments. Action on this recommendation 
was deferred. It is also interesting to note that although payment of 
benefits had not yet commenced there was considerable discussion 
of anticipated problems in connection with coverage of older persons 
and benefit claims by persons in receipt of pension. With the com- 
mencement of benefit payments the anticipated problem regarding 
older insured persons became real and became the subject of frequent 
discussion, by the Advisory Committee. A variety of solutions to the 
problem were considered but none was adopted. The nature of the 
problem as seen by the Unemployment Insurance Commission is 
summarized in the following comment of the Commission: 


Throughout the last 15 years the claims statistics and the in- 
formation derived by the Commission from its experience in admin- 
istering both the unemployment insurance scheme and the National 
Employment Service have steadily indicated that the group 65 years 
of age and over draw benefit in a far higher ratio than that which 
their own numbers bear to the rest of the insured population. The 
differential is so substantial that the inference can only be that many 
of these older persons have retired from the labour market and are 
drawing benefit as a supplement to or substitute for a pension. 

It is to be expected that the impact of claims from the older group 
should be somewhat heavier, as these persons find it harder to get 
employment than younger persons. The impact is likely to be heavier 
both in regard to the percentage making claims and in regard to the 
length of time they stay on benefit. For example, a ratio higher than 
the average by say 50% or 75% would not be surprising. In fact, 
however, it is about 250% as regards the number of claims and about 
300% as regards the amount of benefit drawn.? 


15. The problem still remains unresolved. 


D. Wartime Changes in Administration of the Act 


16. In September 1942, an important but temporary change in the 
administration of the Unemployment Insurance Act was made by Order 
in Council P.C. 7994 dated September 4, 1942. The effect of that Order 
was to make the administration of the Unemployment Insurance Act 


1 etter from Unemployment Insurance Commission to Committee of Inquiry, August 
16, 1962. 
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a branch of the Department of Labour. The substance of the change in 
administration is contained in the following extract from the Order in 
Council: 

The control and supervision of the officers, clerks and employees 
of the Unemployment Insurance Commission as well as the several 
premises occupied by the Commission are hereby placed at the dis- 
posal of the Minister of Labour for a period which shall end on a 
day fixed by a proclamation issued under section two of the War 
Measures Act to the effect that the war no longer exists or on such 
earlier day as may be fixed by Order in Council and the Minister of 
Labour may utilize such personnel and premises for the administra- 
tion of the National Selective Service Regulations, 1942, and, without 
prejudice to the autonomy and continuity of the Unemployment 
Insurance Commission, shall in cooperation with the Unemployment 
Insurance Commissioners administer the Unemployment Insurance 
Act, 1940, along with the administration of the National Selective 
Service Regulations, 1942, aforesaid, and, in that behalf, may exer- 
cise the rights, powers, duties and functions of the Unemployment 
Insurance Commission, which rights, powers, duties and functions are 
hereby extended to the Minister of Labour for the period aforesaid. 


E. Amendments, 1943 


17. Pursuant to the discussions that had gone on since the inception 
of the Act in 1941, the Act was first amended in July 1943, the amend- 
ments being effective September 1, 1943. The most important change 
was an increase from $2,000 to $2,400 in the wage ceiling of insured 
employment. The $2,400 ceiling applied only to those paid on a semi- 
monthly, monthly, or commission basis. Others were covered ‘regardless | 
of earnings. Provision was made for the extension of coverage to public 
utilities and provision also was made for the voluntary coverage of 
employees of hospitals and charitable institutions with the consent of 
the Commission. It was also provided that employees of the federal 
government would be covered unless certified as permanent employees. 
The requirements in connection with a subsequent benefit year were 
also changed. Originally the requirement was that there be at least 
60 daily contributions since the last day the claimant drew benefits in 
the previous benefit year. The new requirement was at least 60 daily 
contributions after commencement of the previous benefit year. 


F. Proposals for Extension of Coverage, 1944 to 1945 


18. Throughout 1944 the Commission made extensive reports and 
recommendations to the Unemployment Insurance Advisory Committee 
relating to extension of coverage to excepted employments. By Order 
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in Council P.C. 4773 of June 26, 1944, the Advisory Committee was 
informed by the Government “that it is deemed desirable and expedient 
to extend provisions of the Unemployment Insurance Act, 1940, to 
. . . lumbering and logging, certain types of employment carried on in 
connection with agriculture and horticulture, in hospitals and charitable 
institutions, as a professional nurse except private duty nurses and 
probationers, in the public service of Canada or by municipal author- 
ity”. The Committee was directed “to investigate and report upon the 
provision of unemployment insurance for these employments now ex- 
cepted from the operation of Part II of the Act...”. 


19. In May 1945, after extensive investigations and receipt of repre- 
sentations from employers and employees in lumbering and logging, 
the Committee reported that it saw no difficulty whatsoever in extending 
the coverage of the plan to include employment in hospitals and 
charitable institutions, in the public service of Canada or by municipal 
authority; it declined, however, to take any position on the question 
of policy involved. As to employment as a professional nurse and cer- 
tain types of employment related to agriculture and horticulture, the 
Committee reported that it would join with the Unemployment Insurance 
Commission in making a recommendation for coverage of those em- 
ployments. With respect to lumbering and logging, the Committee 
pointed out that there were considerable practical difficulties involved, 
but that employment in the industry should be brought under unem- 
ployment insurance as rapidly as possible. It therefore advised that it 
would join the Unemployment Insurance Commission in so recom- 
mending to the Governor in Council. Its recommendation, however, 
would be that extension of coverage to lumbering and logging should 
be on a regional basis and subject to the establishment of special 
regulations designed to fit the circumstances existing in particular areas. 
The Committee indicated that the power of the Commission to impose 
seasonal regulations should be clarified and strengthened in order to 
provide proper coverage of employment in lumbering and logging. - 


20. The Act was not amended in 1945, but following on the earlier 
discussion in regard to extension of coverage, certain changes in cover- 
age were made pursuant to authority contained in the Act. Employment 
of nurses other than those engaged in private duty nursing and employ- 
ment in transportation by air were made insured employments. 


21. By provisions in the Veterans’ Rehabilitation Act passed in 1945, 
a veteran who completed 15 weeks in insured employment was deemed 
to have been in insured employment during the period of his services 
in the Armed Forces. Payment of employee and employer shares of 
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contributions for such “employment” was provided out of moneys 
appropriated by Parliament and credited to the Unemployment Insur- 
ance Fund. Protection against adverse effects on the Fund was given 
in a provision of the Act that directed the Unemployment Insurance 
Advisory Committee to report to the Governor in Council any such 
adverse effects so that remedial action could be taken. If there were 
adverse effects on the Fund there is no evidence that they were of 
important proportions. 


G. Amendments, 1946 


22. Amendments effective October 1, 1946, made transportation by 
water an insured employment. The amount that a claimant could earn 
without affecting benefit rights was increased from $1.00 to $1.50 per 
day. Such allowable earnings were permissible only if earned in an 
occupation that could be carried on in addition to and outside the hours 
of his normal occupation. The 1946 amendments also provided that in 
respect of the administration of the Employment Service, the Commis- 
sion “shall be responsible to the Minister’; i-e., the Minister of Labour. 
In 1946, pursuant to authority contained in the Act, coverage was 
extended to lumbering and logging in British Columbia. 


23. The provisions for veterans in the Veterans’ Rehabilitation Act 
were transferred over to and made part of the Unemployment Insurance 
Act. For the purposes of those provisions merchant seamen were deemed 
to be veterans. The 1946 amendments also gave power to the Unem- 
ployment Insurance Commission to include in insured employment any 
group or class of persons not employed under a contract of service 
where their exclusion resulted in anomalies or injustices because of the 
similarity of their employment to that of insured persons. 


H. Seasonal Regulations 


24. The year 1946 saw the introduction of seasonal regulations related 
to the new coverage of persons employed in transportation by water. The 
intent of the regulations was to bar the payment of benefits during periods 
when the claimant was not normally engaged in employment. The regula- 
tions were framed on an industry basis; i.e., the Commission determined 
which industries would be considered as seasonal for the purposes of 
the application of the regulations. Subject to exceptions in specified cir- 
cumstances, a claimant was classified as a seasonal worker if during a 
period preceding his claim he was employed in a seasonal industry for a 
specified portion of the period. The off-season for inland transportation 
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by water was, for the purposes of the regulations, designated to be 
January 1 to March 31. In 1948 seasonal regulations were applied to 
employment in stevedoring at designated ports and in 1949 to lumbering 
and logging east of the Rocky Mountains. 


25. The introduction of Supplementary Benefit in 1950 led ultimately 
to the revocation of the seasonal regulations. Persons eligible for Sup- 
plementary Benefit were exempted from disqualification under the sea- 
sonal regulations during the Supplementary Benefit period (then Jan- 
uary 1 to March 31). Further modifications made the regulations almost 
ineffective. At the time of general revision of the Act in 1955 an attempt 
was made to restore some effectiveness to the seasonal regulations. The 
new regulations were to have come into effect in October 1955, but 
application of the regulations was postponed for a year and they 
were then revoked, never having been in force. Since that time, 
seasonal regulations have not been applied to any industry. The text 
of the seasonal regulations that were in effect from 1953 to 1955, and 
the text of the seasonal regulations that were adopted in 1955 but, as 
already indicated, never became operative, are shown in Appendix IV. 


I. Amendments, 1948 


26. Amendments to the Act, effective October 4, 1948, brought about 
the first increase in benefit rates. The maximum benefit for a person 
with a dependent then became $18.30 per week as contrasted with 
the previous $14.40. The earnings ceiling for insured employment was 
raised from $2,400 to $3,120. 


J. Amendments, 1950 — Supplementary Benefit 


27. Amendments to the Act that became effective February 28, 1950, 
introduced a new element into the Act which was to have far-reaching 
consequences. Supplementary Benefit, referred to briefly in connection 
with seasonal regulations, became payable to persons unable to qualify 
for regular insurance benefit and 

(a) whose benefit rights had been exhausted since the preceding 
March 31; or 

(b) who had at least 90 daily contributions since the preceding 
March 31. 


28. Supplementary Benefit at approximately 80 per cent of the regular 
rate was payable in the period January 1 to March 31 (in 1950 between 
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March 1 and April 15). To provide for the cost of Supplementary 
Benefit, contribution rates were raised by one cent per day for employer 
and employee and by 20 per cent of these additional contributions for the 
government. There was also a temporary guarantee that if the additional 
contribution proved insufficient to pay for Supplementary Benefit the 
government would make up any deficit. 


29. Other amendments to the Act took effect in July 1950. The 
earnings ceiling was lifted from $3,120 to $4,800. The maximum benefit 
for persons without a dependent was increased from $14.40 to $16.20 
per week, and for persons with a dependent from $18.30 to $21.00 
per week. The schedule of contributions was revised; the number of 
contribution classes was reduced; employer and employee shares of 
contributions were made equal. The amount of allowable earnings was 
increased from $1.50 to $2.00 per day. In addition, the special con- 
tribution requirement applying to a second or subsequent benefit year 
was modified. Before the amendment this requirement was 60 or more 
daily contributions since the previous benefit year began. Under the 
amendment the requirement became either at least 60 daily contribu- 
tions in the period of one year preceding the claim or in the period 
since the previous benefit year began, whichever is the shorter period, 
or at least 45 contributions in the period of six months preceding 
the claim or in the period since the previous benefit year began, which- 
ever is the shorter period. Coverage of lumbering and logging was 
extended to all of Canada outside of British Columbia (it had been 
made an insured employment in British Columbia in 1946). 


K. Married Women 


30. The 1950 amendments to the Act authorized the Commission 
to make regulations regarding benefit claims by married women. The 
Commission was of the opinion that many married women were obtain- 
ing benefit while not genuinely unemployed and not really available 
for employment. Regulations were made in November 1950, requiring 
married women who claimed benefit within two years following mar- 
riage to fulfil certain conditions in addition to those required of all 
claimants in order to qualify for benefit. The regulation applied only 
in cases of voluntary termination of employment and required a) woman 
who claimed benefit within two years of her marriage to show by her 
employment record that she had not left the labour market as a conse- 
quence of marriage. This could be done by showing that she had been 
in insured employment for a specified number of weeks after marriage 
(originally 15, later 10) or after her first separation from employment 
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following marriage. The regulations were amended in 1951, 1952 and 
1955, each of the amendments being designed to ease the additional 
requirements applicable to married women so that the regulations as 
amended were not particularly onerous. 


31. While the regulations were in effect, some 12,000 to 14,000 
recently married women were disqualified annually under the regula- 
tions at a saving to the Fund estimated by the Unemployment Insur- 
ance Commission at $2,500,000 per year. The regulation was revoked 
in November 1957, and the revocation was followed by a sharp increase 
in payment to married women as compared with single women. In 
1958, benefit payments to single women rose 60 per cent from 
$15 million in 1957 to $24 million in 1958 and then decreased. At the 
same time, benefit payments to married women increased by 80 per 
cent from $27 million to $47 million and continued to increase although 
at the time married women constituted less than one-half of the women 
in the work force. 


L. Changes in the First 10 Years 


32. Although some brief references to events occurring after 1950 
have been made, this may be an appropriate point to review the changes 
that had taken place in the first 10 years of operation of the Unemploy- 
ment Insurance Act. Over those years the scheme had not undergone 
any basic change, with the possible exception of the introduction of 
Supplementary Benefit. From the commencement of operations, the 
Unemployment Insurance Commission had devoted almost continuous 
study in consultation with the Advisory Committee to the extension of 
coverage to employments originally excluded. The original exclusions 
were largely by reason of the anticipated and very real difficulties in 
the application of the plan to certain industries and occupations. Those 
difficulties could only be resolved as the Commission gained actual 
experience in the administration of the Act. 


33. During the 10 years, coverage was extended to transportation 
by air, transportation by water, stevedoring, lumbering and logging, 
professional nursing, public utilities, hospitals and charitable institu- 
tions (on an optional basis). During the same period, in keeping with 
the times, the earnings ceiling of insured employment was progressively 
raised from $2,000 to $4,800 not without some opposition on each 
successive increase. (For more detail on the increases in the ceiling see 
Table 1 in Chapter Three.) 
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M. Amendments, 1951 to 1954 


34. In 1952 there were further modifications of benefits. The 
maximum rate of benefit for a claimant with a dependent was increased 
from $21.00 a week to $24.00 a week. The waiting days, which had 
been reduced from nine to eight in 1950, were further reduced to five, 
and provision was made for postponement of waiting days in some 
circumstances on a second or subsequent claim. A more significant 
change in that year was an extension of the Supplementary Benefit 
period by two weeks; i.e., the period was extended to April 15. 


35. Effective August 3, 1953, there was one change which may not 
have been of major proportions, but nevertheless was a departure from 
a principle contained in the original Act. The amendment provided for 
the continuation of benefit payments to persons who became ill after 
having left employment. This was in contrast with the original rule 
that a claimant must be capable of employment. As a practical matter, 
the amendment was probably to some extent simply legalizing what 
was happening in any event. 


N. Revision of the Act, 1955 


36. In 1955, subject to necessary transitional provisions, the Unem- 
ployment Insurance Act, 1940, was repealed and replaced by the 
Unemployment Insurance Act, a complete revision of the old Act, 
effective October 2, 1955. 


37. While in broad terms the 1955 Act was a continuation of the 
basic plan adopted in 1940, the changes were of a major character. 
Contributions were placed upon a weekly rather than on a daily 
basis. The scale of contributions was revised so that the contribu- | 
tions were a closer approximation to the same percentage of wages in 
each earnings class. Three new earnings classes were added at the 
upper level to provide for higher benefits to employees in the higher 
earnings classes. The change from a daily to a weekly contribution 
basis undoubtedly solved some problems but it also created new ones. 


38. In regard to benefits, major changes were also made—generally 
designed to make it easier for the claimant to obtain benefit. Before the 
1955 amendments the claimant had to establish that he had paid at 
least 180 daily contributions during the two years ee the date 
of claim for benefit of which either: 

(a) at least 60 were paid during the 52 weeks preceding the 
claim (or since the commencement of the immediately 
preceding benefit year, if less), or 
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(b) at least 45 were paid during the 26 weeks preceding the 
claim for benefit (or since the commencement of the 
immediately preceding benefit year, if less). 


39. There was provision for extension of these periods for persons 
who were incapacitated for work, were in business on their own account, 
or were in uninsured employment. 


40. Under the new Act the claimant had to show that he was unem- 
ployed during the week for which he claimed benefit; he was disqualified 
for receiving benefit for a day for which he failed to prove that he was 
capable of and available for work and unable to obtain suitable employ- 
ment. However, the qualifying contributions were related to the number 
of contribution weeks rather than the number of daily contributions. 
The new minimum qualifying conditions for benefit were that contribu- 
tions had been paid in each of 30 weeks during the two years preceding 
the date of claim, and that at least eight of these 30 weeks were in the 
year immediately preceding the claim. This entitled the claimant to a 
basic minimum period of benefit of 15 weeks. Each additional two 
weeks of contributions in the two years preceding the claim entitled him 
to a further week of benefit up to a maximum of 36 weeks in all. 
Previous to the 1955 amendments the maximum was 51 weeks. Under 
the Act as revised the claimant must show at least 30 weeks for which 
contributions had been made, but full employment in those weeks was 
not required. The previous requirement of 180 daily contributions was 
the equivalent of 30 complete weeks of employment. Under the revision 
as little as one day of employment in each of 30 weeks might suffice. 
The rate of benefit would obviously be less but the entitlement to 
benefit easier to establish. 


41. An illustration of the different approach is the following. Before 
the revision, if a person ordinarily working on a five-day week went on 
short time of four days a week, under the daily stamp system he received 
four daily stamps. Over a three-month period this would give him credit 
for 52 days, or eight and one-half weeks. Under the revision he would 
be credited with 13 contribution weeks. The conditions for requalifying 
for benefit were also substantially modified. Before the revision the 
requirement was 60 days during the last year, or 45 during the last half 
year or, in each case, since the beginning of the last preceding benefit 
year, if less. Under the revision the claimant only had to build up a credit 
of eight additional contribution weeks in the past year or since the 
beginning of his previous benefit period, if less. He also had to show 
that contributions were made in each of at least 30 weeks in the two 
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years preceding the date of his claim. One safeguard was inserted pro- 
viding that any contribution weeks that preceded a previous claim could 
be used on a new Claim only if they were within one year of the com- 
mencement of the new claim. This was designed to prevent a claimant 
using the same contributions over and over for benefit Without having 
obtained any further insurable employment. 


42. The maximum rate of weekly benefit for a person without a 
dependent was increased from $17.10 to $23.00, and the maximum 
rate for a person with a dependent from $24.00 to $30.00. 


43. The basis for determining duration of benefit was substantially 
changed. The original scheme provided for one day’s benefit for each five 
daily contributions in the preceding five years, less one-third of the 
benefit days taken in the preceding three years. This resulted in a 
maximum benefit period of 51 weeks; the minimum was arbitrarily set 
at six weeks. Under the revision, the minimum duration was changed 
from six weeks to 15 weeks, and the maximum duration reduced from 
51 weeks to 36 weeks. Under the original Act, to obtain the maximum 
benefits of 51 weeks, the claimant would have to show full employment 
for.a five-year period and no claims; 1.e., an unbroken period of employ- 
ment of 260 weeks. Under the revision he qualified for maximum benefit 
with contributions for 72 weeks within the two years preceding his claim 
and would be entitled to benefits for 36 weeks. Previously, contributions 
for 72 weeks gave benefits for less than 15 weeks. Furthermore, he need 
not show anything like full employment during the 72 contribution 
weeks. 


44. The rules with regard to allowable earnings were also greatly 
modified. Before the revision a claimant could earn up to $2.00 per day 
without affecting benefit if the earnings were in an occupation that could 
be carried on in addition to and outside of the ordinary working hours 
of his usual employment. Under the revision a scale of allowable earnings 
related to earnings classes was established. If earnings exceeded this 
scale, benefit was not denied, but instead, was reduced by the excess 
of earnings over the allowable amount. The conditions as to the time 
and manner of obtaining such earnings were eliminated. 


45. What was formerly described as Supplementary Benefit was re- 
placed by Seasonal Benefit—an expression destined to lead to confusion. 
Seasonal Benefit was payable during the period January 1 to April 15. 
The rates of Supplementary Benefit were 80 per cent or less of the 
rates of regular benefit; under the revision, the rates of Seasonal Benefit 
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became the same as the rates of regular benefit. The conditions for 
receipt of Supplementary Benefit were: 
(a) at least fifteen weekly contributions since the preceding 
March 31; or 
(b) a regular benefit period for the claimant terminated after 
April 15 preceding the date of his claim for Seasonal 
Benefit. 


46. Claimants who qualified for Seasonal Benefit under the condi- 
tion in paragraph (a) became entitled to two weeks of benefit for 
each three weeks of contributions since the preceding March 31 sub- 
ject to the general stipulation that Seasonal Benefit would not in any 
case extend beyond April 15. For cases not cut off by the termination 
of the Seasonal Benefit period this meant a minimum of 10 weeks 
and a maximum of 16 weeks, the whole duration of the Seasonal 
Benefit period. Claimants who qualified under the condition in para- 
graph (b) became entitled to Seasonal Benefit equal to the balance of 
the Seasonal Benefit period. 


47. Before the revision there was a waiting period of five days 
plus the first non-compensable day on each claim. Under the revision. 
this was changed to a waiting period of six days and the non-com- 
pensable day was removed. Before the revision the Commission had 
power to prescribe conditions under which the waiting period could be 
deferred when a new benefit period began. Under the revision the Com- 
mission was given power to waive the waiting period entirely in certain 
circumstances instead of merely postponing it. 


O. Extension of Coverage by Regulation, 1955 


48. In addition to the amendments to the Act, there were several 
extensions of coverage by regulation. The extensions included: 

(a) employment in those parts of agriculture concerned with 
the raising of poultry and egg grading, and the raising of 
race horses, saddle horses or light harness horses; 

(b) employment in horticulture, except certain employments 
connected with general agriculture or performed in a nurs- 
ery or greenhouse; 

(c) employment in forestry, with the exception of certain 
casual or temporary employments; 

(d) employment as a member of a municipal police force if 
employment began after December 31, 1955, subject to 
the consent of the municipality and the concurrence of 
the Commission. . 
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P. Amendments, 1956 


49. Amendments to the Act effective September 30, 1956, provided 
for the making of regulations for the coverage of fishermen. Fishermen 
were covered as of April 1, 1957. The conditions for qualifying for 
benefit on a second or subsequent claim were eased. Before the amend- 
ment one of the requirements was at least 30 contribution weeks in 
the preceding 52 weeks or since the beginning of the last preceding 
benefit period if that occurred more than 52 weeks before the claim. 
Under the amendment, this requirement was modified by changing the 
30 weeks to 24 weeks. 


Q. Amendments, 1957 to 1959 


50. Amendments to the Act in November 1957, and May 1958, 
related to the then well-entrenched Seasonal Benefit. In 1957 the 
Seasonal Benefit period was extended by one month at each end; i.e., 
to run from December 1 to May 15. The minimum duration was 
increased from 10 to 13 weeks for cases not cut off by the termination 
of the Seasonal Benefit period, and the maximum was increased from 
16 to 24 weeks. In 1958, for that year only, there was an extension 
of the Seasonal Benefit period to June 28, 1958. One other change 
about that time was the revocation of the married women’s regulations 
at the end of 1957. 


51. Amendments to the Act effective September 27, 1959, added 
two benefit classes. The maximum weekly benefit for a person without 
a dependent was raised from $23.00 to $27.00, and the maximum 
for a person with a dependent was raised from $30.00 to $36.00. 
The maximum duration of benefits was increased from 36 to 52 
weeks. Contributions were increased by 30 per cent and the earnings 
ceiling for coverage was raised from $4,800 to $5,460. Another 
amendment provided that on a second claim within 104 weeks of a 
previous claim the benefit rate was not allowed to drop more than 
one class. This would not at first glance appear to have been a sub- 
stantial change, but it has, in fact, proved to be a costly provision. 
Allowable earnings were increased to one-half of the weekly benefit 
rate. 


R. The Act as Amended over 20 Years 


52. At this point a comparison of some of the principal features 
of the Act in its original form and the Act as amended over a period 
of 20 years is of interest. The basic scheme of the Act as amended 
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remained the same as that of the original Act, but the series of 
amendments did introduce significant changes in particular aspects 
of the plan. 


53. As was contemplated in the original Act, coverage was grad- 
ually extended to occupations originally excluded as administrative 
problems were solved. The extensions of coverage brought in trans- 
portation by air and by water; stevedoring; lumbering and logging; 
nursing other than private duty nursing; public utilities; hospitals and 
charitable institutions (on an optional basis); some parts of agriculture, 
horticulture and forestry; fishing; provincial employees (on a optional 
basis); and temporary employees of the federal government. 


54. The rules as to entitlement to benefit have undergone a major 
change. Under the 1940 Act, on a first claim the claimant had to show 
at least 180 daily contributions in the two years preceding the claim, 
and on a subsequent claim had to show in addition that at least 60 of 
these daily contributions had occurred since the last benefit day in 
the previous benefit year. Under the revised Act the rules are that if a 
claimant has had no previous benefit period established in the 104 
weeks preceding his new claim, he must have at least 30 contribution 
weeks in the last 104 weeks, eight of which contribution weeks must 
be in the last 52 weeks; and if the claimant has had a previous benefit 
period established in the 104 weeks preceding his new claim, he must 
have at least 30 contribution weeks in the last 104 weeks, 24 of 
which contribution weeks must be in the last 52 weeks or since his 
last benefit period began, whichever period is longer, and eight of 
which contribution weeks must be in the last 52 weeks or since the 
last benefit period began, whichever period is shorter. 


55. The provisions as to duration of benefit have similarly under- 
gone a major change. Under the 1940 Act the claimant was entitled 
to benefits for a period equal to one-fifth of the contribution days in 
the five years preceding the claim, less one-third of the benefit days in 
the three years preceding the claim. The maximum was 51 weeks but 
this could be attained only if the claimant had an uninterrupted five- 
year contribution record with no claims in the five years preceding the 
claim. Under the Act as revised a claimant who has had no claim 
established in the 104 weeks preceding his new claim is entitled to 
one week’s benefit for every two weekly contributions with a maximum 
duration of 52 weeks. As he must always have at least 30 weekly con- 
tributions in the last 104 weeks in order to qualify at all, the minimum 
duration is 15 weeks. A claimant who has had a claim established in 
the 104 weeks prior to his new claim is entitled to one week’s benefit 
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for every two weekly contributions since the date of establishment of 
his previous claim, again with a maximum of 52 weeks. As he must 
have at least 24 weekly contributions in this period in order to qualify 
at all, his minimum duration is 12 weeks. 


56. Rate and duration of benefit are now determined on a weekly 
basis, as are contributions, so that in the extreme case a person can be 
entitled to benefits on the basis of one day of employment in each of 30 
weeks in the 104 weeks preceding the claim. The maximum duration 
of benefit was reduced to 36 weeks in 1955 but later was restored to 
52 weeks. However, a claimant can qualify for the maximum duration 
now much more easily than under the original Act. The maximum 
duration of benefits just referred to can now be extended by establish- 
ment of a claim for Seasonal Benefit. 


57. The preceding paragraphs have touched on some of the impor- 
tant changes relating to coverage, contributions, entitlement to and 
rate and duration of benefits. There have, of course, been many other 
changes of minor importance. Under the 1940 Act the first day of 
unemployment on each claim was a non-compensable day but this rule 
has now been dropped. Originally there were nine waiting days before 
payment of benefit commenced; this is now reduced to six. The rules 
as to allowable earnings have been greatly modified. At the beginning, 
a claimant was permitted to earn $1.00 per day without affecting his 
benefit rights but only in an occupation that could be carried on in 
addition to and outside of the working hours of his ordinary employ- 
ment. Earnings beyond this amount disentitled the claimant to benefits. 
Now there is a scale of allowable earnings related to earnings classes 
and running up to $18.00 per week. If earnings exceed this scale, 
benefit is not denied; it is reduced to the extent of the excess. Incapacity 
or unavailability for employment arising out of illness having its onset 
after commencement of benefit does not now disentitle the claimant as 
it previously did. 


Ii. ABUSES AND MISUSES 


58. Having summarized very briefly some of the principal features 
of the Act and the regulations from the beginning of the scheme to the 
present time, some indication of the abuses and misuses that developed 
over the years will now be given. 


59. The wide-spread concern over the dwindling Insurance Fund 
has quite naturally focused considerable attention on alleged or real 
contraventions of the letter and spirit of the Act. There is wide-spread 
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belief that millions of dollars have been paid out of the Fund in cir- 
cumstances where it was not intended by the framers of the Act that 
benefit payments would be made. It is intended here to set out some 
of the facts related to this belief that there have been extensive improper 
inroads on the Fund. 


A. Non-compliance by Employers 


60. Before attempting an analysis of unjustified claims upon the 
Fund it might be worthwhile to refer briefly to the failure of some 
employers to make the payments to the Fund required by the Act. This 
too has its effect on the state of the Fund even though of lesser pro- 
portion than improper claims. In the early stages of the administration 
of the Act prosecutions of employers for non-compliance with the Act 
constituted a relatively large part of the enforcement activities. For 
example, in 1944-45 there were 109 prosecutions of employers as con- 
trasted with 67 prosecutions of claimants. 


61. Some degree of non-compliance with the contribution require- 
ments of the Act in the early stages of its administration is not too 
surprising, but such non-compliance has been persistent. That the 
problem continues to be of important proportions is indicated by the 
following extract from the report of the Unemployment Insurance 
Commission for the year ending March 31, 1961: 


The incidence of employer delinquency continued at a high level. 
In the case of 55,845 audits (being 29.6 per cent of the audits com- 
pleted), arrears were established totalling $2,437,256.09. When an 
employer has been delinquent on two successive occasions, a 10 per 
cent penalty is applied and this occurred in 10,891 cases with the 
levy amounting to $69,001.63. In an effort to keep the outstanding 
accounts at a minimum, auditors are instructed to make every effort 
to obtain payment while still at the employer’s premises. When the 
audit division cannot collect an amount of overdue contributions, 
the case is referred to the enforcement division for Exchequer 
Court or garnishment action. The overdue contributions outstanding 
at the end of the year totalled $383,589.43, an increase of 
$101,426.00 from the previous year end. Of the outstanding accounts, 
almost half related to bankruptcy cases. 


62. The same report contains the following comments: 


The number of registered employers subject to audit continued to 
rise and reached 398,604 at the year end, an increase of 10,944 over 
the previous year and an increase of 172,047 since 1951. Notwith- 
standing the large increase in the number of employers over the past 
decade, the field audit staff in the same period has increased only 
slightly from 351 to 368. 
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63. In the ten-year period the number of registered employers almost 
doubled and yet the field audit staff increased only from 351 to 368. 
Even allowing for improved techniques, it is still difficult to understand 
how an audit staff of almost unchanged size could be expected to 
handle a job almost doubled in size. 


64. Under the 1940 Act the only action available against employers 
failing or refusing to make the required contributions was prosecution. 
In the 1955 revision, the provision for prosecution was discontinued and 
in its place officials of the Commission were given power to impose 
penalties. At the same time, a fairly simple garnishment and Exchequer 
Court proceedings were provided. As indicated in the foregoing extract 
from the Unemployment Insurance Commission’s report, much of the 
enforcement activity with respect to contribution is now based upon the 
imposition of penalties by officials of the Commission. Over all, the new 
approach to enforcement of the contribution aspect of the Act seems to 
have worked well but there would still appear to be some need for pro- 
visions permitting prosecutions in glaring cases where the more moderate 
approach is insufficiently persuasive. 


65. The major area of non-compliance by employers is failure to 
make contributions as required. However, there are other areas where 
prosecution is provided for under the Act and found necessary. These 
breaches of the Act have to do with registration as an employer, main- 
tenance and production of records, making returns, etc. In 1960-61 
there were 496 prosecutions of employers for infractions in these areas. 
It appears clear that prosecution for such infractions is used only as a 
last resort where no other action produces results. | 


B. Improper Claims, Fraudulent or Otherwise 


66. Having referred even though briefly to some problems related to 
the flow of money into the Fund, attention can now be turned to the 
rather more difficult problems involved in the flow of money out of the 
Fund in circumstances where the payment is contrary to the express 
letter of the Act or its clear intent. The conditions under which a claim- 
ant is entitled to receive benefit are clearly set out in the Act and 
the intent is clear that where those conditions do not exist there is 
no right to benefit. 


67. Nevertheless, it is an established fact that many hundreds of 
thousands of dollars are paid out of the Fund every year as a result of 
fraud in varying degrees, and in circumstances where the claimant well 
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Knows that the payment he receives is one not contemplated by the Act. 
One cannot state the total dollar figure involved with any certainty, but 
some figures are known and one is free to draw conclusions. It is en- 
tirely possible that by reason of public discussion the size of the problem, 
expressed in dollars, has been magnified out of its true proportions. Even 
if that be so, it is of sufficient dimensions to cause concern. 


68. According to figures provided by the Unemployment Insurance 
Commission for the year ended March 31, 1961, demonstrably fraud- 
ulent claims amounted to $2,268,464. In relation to total claim pay- 
ments of $514 million, this figure may not appear too startling but it 
is not a total figure—it is fraud detected and takes no account of undis- 
covered fraud or payments in circumstances that could not be classed 
as fraudulent and yet where the payment is contrary to the spirit of the 
Act. 


69. What then are the basic conditions entitling a claimant to benefit? 
They are: | 
(1) that he is unemployed, 

(2) that he is capable of and available for work, and 

(3) that he is unable to obtain suitable employment. 
It sounds simple—in practice it is not. Is he in fact unemployed? Is he 
capable of work? Is he truly available for work? What is suitable em- 
ployment? 

70. A claimant otherwise apparently entitled to benefit is disqualified 
if he, without good cause, 

(1) refuses or fails to apply for or to accept suitable employ- 
ment, 

(2) neglects to avail himself of an opportunity for suitable em- 
ployment, 

(3) fails to carry out written directions of the Commission issued 
for the purpose of assisting him to find suitable employment, 

(4) fails to attend a course of instruction that the Commission 
had instructed him to attend. 


71. The Act does not specify what is suitable employment but does 
describe certain employments as not suitable, including 
(1) work at a plant at which there is a stoppage of work because 
of a labour dispute, 
(2) work in the claimant’s usual occupation at wages less than 
the prevailing rate, or in less favourable conditions than 
are generally existing, 
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(3) work in an occupation other than his usual occupation at 
a lower rate of earnings, or in less favourable conditions 
than those existing in his usual occupation. 


72. The Act goes on to provide that after a reasonable lapse of time, 
work in another occupation is suitable provided that it is at the prevail- 
ing rate for that occupation and the conditions of work are not less 
favourable than those provided by union agreement or by good em- 
ployers. 


73. A claimant is also disqualified if he loses his job for misconduct, 
or voluntarily leaves his job without just cause. The disqualification is 
for a period not exceeding six weeks. In addition to this general rule, 
providing disqualification for a period not exceeding six weeks (which 
frequently results only in a delay in receipt of benefits—a very mild 
penalty), there is a more severe penalty provided under section 65 of the 
Act where a person makes a false statement or representation in con- 
nection with his claim for benefit. In this case he may be penalized up 
to a maximum of six weeks benefit. This is an actual loss of benefit 
rather than only a delay in receipt. A claimant disqualified for benefit 
by an insurance officer for any reason has a right of appeal to a Board 
of Referees. 


C. Claims Procedure 


74. Having noted the basic conditions for entitlement to benefit, the 
basis for disqualification and the right of appeal, attention can .now be 
directed to what actually happens when the insured worker becomes 
unemployed. He obtains his insurance book from his employer and 
presents himself at the local Unemployment Insurance Commission office 
primarily to seek new employment, and, if none is available, to record 
his claim for benefit. At this point one of the most important controls 
in the system should operate; that is, the interview to determine employ- 
ment history, reasons for separation from employment, capability of and 
availability for employment, and the availability of suitable employment. 


75. To check on one of the possible bases for disqualification, an 
inquiry is sent to the last employer to verify the reason for separation 
from employment stated by the claimant. The response of employers to 
this inquiry is generally good but the practice is to process the claim at 
the expiration of eight days notwithstanding a failure by the em- 
ployer to confirm the stated reason for separation. A more vigorous 
follow-up on the request for confirmation of reasons for separation might 
well result in disclosing more cases of voluntary separation. There is 
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some evidence of collusion on the part of employers in aiding employees 
to establish a claim for benefit notwithstanding that the separation from 
employment was voluntary. The reasons are various. In some cases the 
employer accepts a pattern of employment chosen by the employee 
and convenient to the employer. In other cases the employer fears the 
possibility of libel action if he discloses the true reason for dismissing the 
employee. 


76. It has not been the policy or practice of the Unemployment Insur- 
ance Commission to take a very vigorous stand against an employer 
collaborating with an employee in false statements as to the reasons for 
separation from employment. The Commission has not prosecuted em- 
ployers for such activities. The theory appears to be that they should 
not expose the employer to the possibility of libel actions by former 
employees. In part the attitude of the Commission may also be based 
on its desire to maintain the good will of the employers so that job 
vacancies will be recorded with the employment office. 


77. In the year ended March 31, 1961, disqualifications were imposed 
in 83,809 cases for voluntarily leaving employment. This raises the. 
question whether the penalty is sufficient to accomplish its purpose. 
Frequently, the disqualification results only in delay in receipt of benefit 
without decrease in the amount of benefit ultimately paid. 


D. Capability of and Availability for Employment 


78. Assuming that the question of reason for termination of employ- 
ment is resolved, what of capability of and availability for work? In 
times of high employment and low claims load the interview at the em- 
ployment office can accomplish its purpose with reasonable effectiveness. 
Conversely, when job vacancies are few and claims are many, the 
interview tends to lose its effectiveness as a control. There is a natural 
urge on the part of all concerned to speed up the process and eliminate 
the formation of queues. The lack of job opportunities makes it more 
difficult to test in any effective way the genuineness of the availability 
and desire for employment. The result is that the employment interview 
quickly becomes simply the recording of a claim for benefit. 


79. The personal interview does give a reasonable check on capability, 
but the reality of the availability for employment is much more difficult 
to establish. The most effective test is obviously referral to employment 
but at times when few vacancies are recorded with the local office the 
problem becomes one of determining a state of mind. In such circum- 
stances the benefit of any doubt must, of course, be given to the person 
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stating that he is capable of and available for work but unable to obtain 
suitable employment. 


E. Suitable Employment 


80. If the local office is in the position of being able to offer employ- 
ment to the claimant, the question arises: Is the employment “suitable’’? 
The claimant is entitled in the first instance to reject an offer of employ- 
ment that is not suitable. The Act does describe certain conditions 
which make the employment not suitable; it does not and probably 
could not define what employment is suitable. 


81. The principle contained in the Unemployment Insurance Act that 
a worker on becoming unemployed should not immediately be dis- 
qualified for receipt of benefit if he refuses an offer of employment that 
is not suitable, is well established in the unemployment insurance laws 
of most countries. This safeguard is a reasonable one but it is also open 
to abuse by persons not genuinely seeking employment. In the year 
ended March 31, 1961, disqualifications were imposed in 23,056 cases 
for refusal to apply for employment offered. That the insurance officers 
imposing the disqualifications were exercising their discretion in a 
reasonable manner is demonstrated by the fact that of some 3,900 
appeals by claimants to Boards of Referees, about 3,600 were dis- 
allowed. 


82. The Act also provides that after a reasonable interval from the 
date on which an insured person becomes unemployed, employment is 
not unsuitable by reason only of the fact that it is at a lower rate of earn- 
ings or on conditions less favourable than in the claimant’s usual occupa- 
tion, if it is work at the prevailing rate for the occupation and the 
conditions of work are not less favourable than those provided by union 
agreement or by good employers. When vacancies listed with the local 
employment office are few, it is, of course, difficult to establish whether 
in fact the applicant is willing to accept suitable employment either in 
his usual occupation or another occupation. Considerable jurisprudence 
on the question of suitable employment has been developed over the 
years in the decisions of the Umpires. The recent trend appears to have 
been toward giving the benefit of any doubt to the claimant. 


F. Disqualifications 


83. It is interesting to note the number and type of disqualifications 
imposed in the year ended March 31, 1961. Of these disqualifica- 
tions: 87,271 claimants were not available for work; 83,809 left their 
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employment voluntarily without just cause; 28,135 were disqualified 
by reason of false statements or misrepresentation; 23,056 refused 
offers of suitable work; 14,592 lost their employment due to miscon- 
duct. In the same period 15,524 claimants appealed the insurance 
officer’s decision to a Board of Referees. The decision of the insurance 
officer was upheld in 87.7 per cent of the appeals. It is impossible, of 
course, to determine how many more disqualifications there would have 
been had all of the facts been known. For example, 28,135 were dis- 
qualified for false statements or misrepresentation. How many more 
instances were there where a false statement or misrepresentation was 
not discovered? 


84. Having reviewed some of the areas where fraudulent or at least 
improper claims against the Fund are known to exist, it may be well 
to consider the efforts of the Unemploymeni Insurance Commission to 
minimize unjust claims. When the insured worker is registered for em- 
ployment or benefit, an attempt is made in the interview to determine 
all of the relevant facts. On each return visit to the office some effort 
is made to determine that the conditions of entitlement to benefit con- 
tinue to exist. The extent of the effort depends to some extent on the : 
circumstances existing at the time. If the claim load is heavy the ques- 
tioning becomes rather perfunctory—the main effort being to speed up 
the payment of benefit. The activities of the insurance officers in satisfy- 
ing themselves that the claimant is entitled to benefit are indicated in 
the disqualifications imposed. 


G. The Investigation Division 


85. At this point the work of the Investigation Division of the Com- 
mission becomes relevant. Before 1955 the enforcement work of the 
Commission was handled by the Legal Branch. The maximum number 
of investigating officers up to that time was less than 50, and the num- 
ber of prosecutions of employers and employees was relatively small. 
The tempo gradually increased. In 1942-43 there were 20 prosecutions 
of claimants, and in 1960-61 there were more than 2,000. In 1961 the 
investigating staff was increased to 122 and further additions are 
planned. The total number of investigations completed by the Inves- 
tigation Division in 1960-61 was 72,000, of which some 36,000 
were cases of suspected fraud. The estimated figures for 1961-62 are 
110,000 investigations including 40,000 cases of suspected fraud. Arising 
out of the 72,000 investigations in 1960-61, there were 2,522 prosecu- 
tions, 1,290 garnishees and 116 Exchequer Court judgments—these 
figures bearing out the Commission’s stated policy of resorting to legal 
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action only in the more flagrant cases of contravention of the Act. 
Notwithstanding this policy, in 1960-61 there was an increase of 
approximately 35 per cent in the prosecution of claimants, perhaps as 
a result of adding 44 field investigators to the staff. 


86. In addition to the legal actions instituted, effective use has been 
made of Section 65 of the Act which permits the imposition of punitive 
disqualification when a person makes a false statement or misrepresenta- 
tion. The penalty is a maximum of six weeks benefits. In 1957-58 such 
disqualifications were imposed in 8,565 cases disentitling claimants to 
benefit payments of $236,767. In 1960-61 disqualifications were im- 
posed in 30,044 cases involving $574,450. 


87. The Investigation Division follows two principal approaches— 
spot checking, and formal investigation. Spot check investigations are 
made of active claimants selected either at random or by a specific 
employment or geographical category. Formal investigations are made 
where there is evidence or suspicion of fraud. Of the 34,253 spot 
checks made in 1960-61, 4.1 per cent resulted in disqualifications, 
and 19.1 per cent led to formal investigations. Of the formal investi- 
gations, 44 per cent resulted in the imposition of a penalty under 
section 65, 5.5 per cent resulted in prosecution, and 20 per cent in 
warning letters. Comparatively recently the Division extended its 
activities to interviewing employers as to the reasons for termination 
of the claimant’s employment. This activity is of too recent origin to 
indicate positive results. 


88. The recent doubling of the investigation staff would suggest 
that until comparatively recently there was a lack of recognition of the 
size of the problem, or a policy of not enforcing the provisions of the 
Act with real vigor. It is now evident that the public and the courts 
are very conscious of the problem and that there is a strong feeling 
against improper claims against the Fund. This reaction against 
improper claims relates both to the clearly fraudulent claims and to 
those where there is a serious doubt as to the reality of the unemployed 
status and the desire for work, or of the availability for work. It is 
this latter category of apparent compliance with the letter of the Act 
but doubtful compliance with its spirit that presents the more difficult 
problems of enforcement. 


89. Of all of the provable fraudulent claims against the Fund, some 
80 per cent are based on failure to disclose earnings. The extent of the 
attempts to defraud the Fund through this device suggests that the 
problem requires some special action. This is not to suggest that the 
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Commission, through its Investigation Division, is not trying to dis- 
cover cases of failure to disclose earnings and to deal adequately with 
them; it does raise the question whether some further action is required. 
This would seem to be an area where efforts might be expended more 
usefully on prevention of fraud than on prosecution. j 


90. It is an established fact that the Insurance Fund has been per- 
sistently subjected to fraudulent claims and claims bordering on fraud. 
Some indication of the extent of the problem is available in the most 
obvious type of fraud; e.g., failure to disclose earnings. The extent of 
the inroads on the Fund in the other category where the problem is 
largely one of determining a state of mind, can only be a matter of 
conjecture. Is the claimant really seeking and unable to obtain employ- 
ment? Is he really capable of and available for employment? These 
questions are much more difficult to cope with than the more obvious 
false representations, and in at least certain respects are more serious. 
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CHAPTER THREE 


ANALYSIS OF FINANCIAL OPERATION OF THE 
UNEMPLOYMENT INSURANCE ACT 


1. An analysis of the operation of the unemployment insurance plan 
is, essentially, a history of the revenue and the benefit payments. These 
will be examined separately, noting changes in the plan that had a 
significant effect on them and also touching briefly on the effect of 
economic and employment trends. Revenue and benefit payments will 
then be compared on the basis, not only of absolute amounts, but also 
on the basis of some significant indexes. 


I. REVENUE 


2. Revenue of the plan comes from four sources (ignoring fines and 
penalties) : 

A. Contributions by insured persons. 

B. Contributions by employers of insured persons. 

C. Contributions by the federal government. 

D. Interest earnings on the Unemployment Insurance Fund. 


A. Contributions by Insured Persons 


3. Under the plan, each insured person is required to contribute in 
respect of each week in which he performs any insured employment. 
The amount of the contribution required depends upon his earnings 
class for the week. Under the original plan, if a person worked for 
only part of a week he was required to contribute one-sixth of the 
weekly contribution for each day worked, the earnings class being 
determined on the basis of his weekly rate of earnings for full-time 
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employment; i.e., six times his earnings for the day. Under the plan 
as it is now, and has been since October 2, 1955, a person who works 
for only part of a week is required to make a full week’s contribution 
but the earnings class is determined on the basis of his actual earnings 
in the week rather than his weekly rate of earnings for full-time 
employment. 


4. The earnings classes and the contribution rates have changed 
from time to time over the years as a result of amendments to the 
Act, the changes being due principally to changes in the wage levels of 
the insured population. Table 1 shows the earnings classes that have 
been in effect from time to time since the start of the plan, together 
with the weekly contribution required from employees in each class. 


5. The main points brought out by this table are the addition of 
new classes at the upper end from time to time, the increase in contri- 
butions in 1950 by reason of the introduction of Supplementary Benefit, 
the decrease in contributions in 1955 for the lower earnings classes at 
the time of the general revision of the plan, and the increase for all 
classes in 1959. The contrast of twelve classes at the present time 
with eight in 1941 and seven from 1950 to 1955 is also notable. 


6. The annual revenue of the plan arising from contributions by 
insured persons depends upon the following factors: 
(a) the weekly contribution required in each wage class, and 
(b) the total number of weeks of contribution made during 
the year in each class. 


The first factor is, of course, fixed by the terms of the plan; the 
second depends upon the number of contributors in each class and 
the average number of weeks of contribution per person per year in 
each class. These factors vary by reason of economic conditions and 
by reason of the employment characteristics of the insured popula- 
tion. Economic conditions affect the availability and duration of jobs 
and the rates of pay. The employment characteristics of the insured 
population are such factors as: the extent of the movement into and out 
of insured employment during the year (partly caused by seasonal 
influences); the fact that some persons seek part-time employment 
only; the fact that some persons take holidays or are unavailable for 
work for certain periods. 


7. It is apparent that in Canada a large proportion of those who have 
some contact with insured employment during the year do not make 
insured employment their sole way of earning a living. They spend 
considerable periods in uninsured employment or in own-account work, 
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or simply withdraw from the labour force. Examples are the farmer 
who gets some work as a logger in the winter, the housewife who works 
in insured employment two or three days a week, or two or three months 
in a year, the pensioner who takes the odd piece of work as the oppor- 
tunity offers and the student who works only a few weeks in the 
summer. These characteristics all affect the extent of the contribution 
under unemployment insurance; they are to a large extent, but not 
completely, independent of short-term variation in economic conditions. 


8. Table 2 shows, for specimen years, the proportion of the total 
number of contributors in each earnings class. 


9. The period since the inception of the plan in 1941 has been, in 
general, a period of rising wages. The illustrative figures in Table 2 
reflect this fact in the decreasing proportion of contributors in the 
lower earnings classes, the increasing proportion in the top class and 
the addition of new classes from time to time. The proportion of 
contributors in the top class is also influenced by the existence of an 
earnings ceiling for coverage; i.e., the excepting from compulsory 
coverage of all persons whose earnings exceed a specified annual 
rate (the “earnings ceiling”). 


10. From the start of the plan in 1941, until 1948, the top earnings 
class was “$26.00 and up”. The proportion of contributors in that 
class rose from 36 per cent in the fiscal year 1941-42 to 68 per 
cent in 1947-48. In 1948, a new class was added comprising all those 
earning $34.00 weekly and up; the proportion of the total number of 
contributors in this class in 1949-50 was 60 per cent. The classes 
were revised again in 1950, the new top class being “$48.00 and up”. 
In 1951-52, 44 per cent of the contributors were in this class and 
the proportion rose to 57 per cent in 1954-55. A further change was 
made in 1955 adopting “$57.00 and up” as the top class. There were 
34 per cent of the contributors in this class in 1956, rising to 51 per 
cent in 1959. A change in 1959 made the new top class “$69.00 and 
up” which included 32 per cent of the contributors in 1960. 


11. The earnings ceiling was set at $2,000 a year ($38.46 weekly) 
when the plan came into effect in 1941. Thus the top class comprised 
only persons earning between $26.00 and $38.46 a week. In January 
1942, coverage was extended to persons whose earnings exceeded 
that ceiling by reason of war work. Also, all hourly-paid workers 
were included if their basic rate of pay did not exceed 90¢ an hour. 


12. In September 1943, the earnings ceiling was raised to $2,400 
($46.15 weekly) for salaried workers and was removed entirely for 
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persons paid on an hourly, daily, weekly, piece or mileage basis. In 
October 1946, a ceiling was reimposed for persons paid on a weekly 
basis; this was set at $3,120 a year ($60.00 weekly). 


13. In January 1948, the earnings ceiling was raised to $3,120 for 
salaried workers; in July 1950, it was raised to $4,800 a year ($92.31 
weekly) for salaried workers and weekly wage earners; and in Septem- 
ber 1959, to $5,460 a year ($105.00 weekly). 


14. The existence of an earnings ceiling caused persons to move 
out of the plan when they reached the ceiling; this tended to reduce 
the concentration in the top class. On the other hand, each increase 
of the earnings ceiling had the effect of bringing under the plan addi- 
tional persons in the top earnings class, thus reversing the earlier 
effect. The concentration of contributors in the top class, as it existed 
from time to time, was thus influenced strongly by the earnings ceiling 
on coverage as well as by the upward movement from lower classes 
resulting from wage increases. The concentration was reduced from 
time to time by the adoption of new earnings classes—usually at the 
same time as the adoption of a higher earnings ceiling. Had there © 
been no earnings ceiling in effect, the concentration of contributors in 
the top class would have come about more rapidly than it did, pos- 
sibly leading to new earnings classes at an earlier date. 


15. Although there has been an earnings ceiling for coverage since 
the plan has been in effect, there has also been a provision enabling 
a person to elect to continue to be covered and to make contributions 
after his earnings exceed the ceiling. In 1941, such election could be 
made by a person who had a record of at least 260 daily contributions 
as an insured person. In 1946, this requirement was reduced to 200 
daily contributions within the five years preceding the time that the 
earnings rise above the ceiling. In 1950, the requirement was reduced 
to 180 days of contribution in the two years preceding the time that 
earnings first rise above the ceiling; it continues in approximately the 
same terms to the present time. 


16. Table 3 shows, for the same specimen years used in Table 2, 
the average number of weeks of contribution per contributor per year 
for each earnings class. 

17. This table shows that there is a strong correlation between the 
earnings class and the average number of weeks of contribution per year. 
In 1943-44, the average ranged from 21.7 weeks in the lowest three 
classes to 40.4 in the top class (then “$26.00 and up”). In 1949-50, 
the range was similar: from 22.1 weeks to 40.6 weeks. In 1960, the 
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average ranged from 11.4 weeks in the lowest class to 44.6 weeks in 
the top class. The pattern after October 1955, is influenced by the 
change in contribution system; this is commented on later. 


18. Taking the contributors as a whole, the average number of weeks 
of contribution per person per year has remained remarkably stable. 
This is illustrated by Table 4. 


Table 4 


AVERAGE ANNUAL NUMBER OF WEEKS OF CONTRIBUTION 
PER CONTRIBUTOR 


Average Number 


Year of Weeks of 

Contribution 
1943-44 37.0 
1947-48 36.4 
1951-52 36.7 
1954-55 37.3 
1957 37.5 
1958 37.4 
1959 37.0 
1960 37.7 


19. The fact that the average number of weeks of contribution is only 
about 37 a year illustrates the fluidity of the insured population. The 
average does not seem to be much influenced by wide swings in unem- 
ployment, so the rather low figure must be due to the movement of 
workers into and out of insured employment during the year. This could 
result from the seasonal influences and also from the movement of some 
groups into and out of the labour force; for example, students, married 
women, retired persons. 


20. Looking only at male renewal insured persons (i.e., male insured 
persons who had some record of insured employment prior to the year 
in question), Table 5 shows a classification according to the annual 
number of weeks of contribution in five illustrative years. 


21. This table, being confined to renewal insured persons, eliminates 
the effect of those who enter insured employment for the first time dur- 
ing the year. Also, since it relates to men only, it illustrates the con- 
tribution pattern of the most stable group of the labour force. Only 
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Table 5 


DISTRIBUTION OF MALE RENEWAL INSURED PERSONS BY 
NUMBER OF WEEKS OF CONTRIBUTION 


arial Proportion (%) of Male Renewal Insured Persons 

me i ee Fiscal Year Calendar Year 
Contribution 1946-47 1949-50 1953-54 1956 1958 
% % % % % 
0 2.97 4.17 2.45 1.92 3.00 
1-12 10.12 9.69 9.61 8.15 9.16 
13-24 9.30 8.93 9.98 10.47 | be ea bi 
25-36 12.43 11.18 13.03 12.94 12.87 
37-48 25557 20.68 23.93 17.04 16.22 
49-52 39.61 45.35 41.00 49.48 46.58 
100.00 100.00 100.00 100.00 100.00 


about 40 per cent had a full year’s employment (49 to 52 weeks of 
contribution) in 1946-47; the proportion was 45 per cent in 1949-50 
and 41 per cent in 1953-54. The corresponding proportion was some- 
what higher in 1956 and 1958 but this was due in part, at least, to the 
change made in 1955 whereby a “week of contribution” is evidence 
of some work in insured employment but not necessarily a full week. 
About two-thirds of the male renewal insured persons contribute for 
37 weeks a year or more; this proportion has remained fairly constant 
over the years. 


22. The fact that less than half of the insured population works 
for the full year, even in times of high employment, further illustrates 
the fluidity of the insured population. A very large proportion must 
depend on activities other than insured employment as part of their 
working pattern. 


23. The amendment of October 1955, put into effect a system of 
contribution on a weekly basis in place of the former system which was 
essentially on a daily basis. As mentioned earlier, under the plan as it 
existed before October 1955— 

(a) the earnings class was determined on the basis of the 
weekly rate of earnings for full time employment, and 

(b) the contribution required for part of a week was one-sixth 
of a full weekly contribution for each day worked. 
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As the plan was revised in 1955— 
(a) the earnings class was determined on the basis of the actual 
earnings in the week, and 
(b) a full weekly contribution was required for each week in 
which there was any insured employment. 


24. The distribution of contributors by earnings class was considerably 
affected by this change, although it would affect only weeks in which 
an insured person works less than a full working week. For example, as 
a result of the change, an employee who is paid at the rate of $15.00 
daily would be classed in the top wage class if he worked for a full 
week; however, if he worked only two days, his earnings would be 
$30.00 and he would make a full week’s contribution for the class 
$27.00-$33.00 weekly rather than two-sixths of a full week’s contribu- 
tion in the top class as formerly. Under current rates of contribution this 
means a contribution of 46¢ as compared with a contribution of 31¢ 
(two-sixths of 94¢). Thus a higher contribution would result but it 
would carry with it credit for a full week of contribution rather than 
two days, thus easing the qualification rules, particularly for those on 
the fringe of the labour market. 


25. As a result there is a tendency for the distribution of contributors 
by earnings classes to show higher proportions in the lower classes than 
was the case prior to 1955 and for the average number of weeks of 
contribution to rise. The figures reflect this change; however, other 
influences were at work and it is not possible to isolate the effect of 
any single cause. 


26. So far as contributions by insured persons are concerned, the 
history of the plan shows the following main features: 

(a) Rising wage levels and a steady movement upwards through 
the earnings classes. This led to a larger and larger propor- 
tion of the insured population being concentrated in the top 
class and to the addition of new classes from time to time 
to subdivide the top class. 

(b) Increases in the earnings ceiling for coverage, also a result 
of the trend in (a). 

(c) Strong positive correlation between earnings class and num- 
ber of contributions per year. 

(d) Extensive movement into and out of insured employment 
with less than half the number of contributors making con- 
tributions for a full year. 
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(e) The change from a daily basis of contribution to a weekly 
basis in 1955. 

(f) Little change from year to year in the average number of 
weeks of contribution per person per year. 


B. Contributions by Employers of Insured Persons 


27. Throughout the history of the plan, employers have been required 
to contribute at the same time but not always in the same amount as 
their employees. In the original Act of 1940, employers had only four 
different rates of contribution compared with eight for employees. 
The rate was 18¢ for the lowest class; 21¢ for the second class; 
25¢ for the third, fourth and fifth classes; and 27¢ for the remaining 
three classes. The employer’s contribution was lower than that of 
employees in the top two classes but was higher than the employee’s 
contribution for the other classes. 


28. The result of this particular contribution pattern for employers 
(having in mind that in the lowest class the employer was required to 
pay not only 18¢ on his own behalf but also the 9¢ required of em- 
ployees) was that the employer’s contribution was very nearly uniform 
for all classes. This plan was adopted, we understand, as compared with 
a graded contribution, to remove what might otherwise have been an 
obstacle, although a minor one, to the grant of wage increases by em- 
ployers. An increase in wages would have but little effect on the unem- 
ployment insurance contribution the employer was required to pay. 


29. The particular rates were set with the intention of having the 
employers’ contribution equal, in total, the employees’ contribution. 
This required some assumption to be made concerning the distribution 
of the contributors by earnings class and the number of contributions to 
be expected in each class. To the extent that the actual distribution 
differed from the original assumptions, the total employers’ contribution 
would, of course, fail to match the total employees’ contribution. 


30. The fact that the employers may have contributed more or less 
than the employees in a particular earnings class does not, of course, 
affect the general pattern of financing so long as the total contribution 
by employers as a group is equal to the total contribution by employees, 
and so long as the benefit rates are determined only by reference to the 
employees’ contributions. It was not necessary for contribution revenue 
to match benefit payments class by class. However, for a particular 
employer having most of his employees in the upper wage classes, the 
total contribution required under this system would be less than under a 
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system requiring the employer to match his employees’ contributions 
class by class. 


31. As experience developed in the early years of operation, the top 
earnings class showed a proportion of the insured population and a 
proportion of the total number of weeks of contribution that considerably 
exceeded the original assumptions. The result was that, from the out- 
set, the total employers’ contribution fell short of matching the total 
employees’ contribution. By March 31, 1945, it was estimated that 
the revenue of the Fund was some 6.1 per cent lower than it would 
have been had the employer contributions been equal class by class to 
those specified for employees. Further, it was estimated that by March 
31, 1947, there would have been an additional $29 million in the Fund 
had the employers been required to contribute equally, class by class, 
with employees. 


32. An amendment, effective October 1948, raised the employer’s 
rates of contribution in the top three classes to make them equal to the 
employee’s rates, though for the lower earnings classes the employer’s 
contribution was still in excess of that required from employees. The 
revision in 1950 made the employer’s rate equal to the employee’s in 
each class, and this is still the case. 


33. So far as the revenue from employers’ contributions is concerned, 
although it is affected by the same influences noted for employees’ con- 
tributions, the following special features are notable: 

(a) Before 1948, the employer’s contribution was less than the 
employee’s contribution in the top two classes. By reason 
of the unexpected concentration of the insured population 
in these classes, the employers’ contribution in total fell 
short of matching the employees’ contribution. Had the 
employer’s rates of contribution been the same as the rates 
prescribed by the Act for employees, the Fund would have 
been some $29 million larger by March 31, 1947. 

(b) The original pattern of employer’s contribution avoided 
any significant increase in the contribution consequent 
upon an increase in wage rates. 

(c) It was not essential that contribution revenue balance the 
benefit payment, class by class; consequently the fact that 
the contribution pattern for employers differed from that 
for employees was of no significance to employees, so long 
as the total employers’ contribution was equal to the total 
employees’ contribution. 
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C. Contributions by the Federal Government 


34. The government contribution to the plan has been of four kinds. 
The first is the regular contribution in an amount equal to one-fifth of 
the combined employer-employee contributions. This has applied 
throughout the history of the plan and requires no special comment. 
It would be affected by all the factors that influence the employees’ 
and employers’ contributions. 


35. The second kind of contribution by the government related to the 
Armed Forces. As part of the rehabilitation program for members of the 
Armed Forces, provision was made for permitting military service to 
count as insured employment for each veteran who obtained insured 
employment beyond a specified minimum amount after his discharge. 
For each such case the government made a contribution to the plan 
equal to the total employer-employee contribution that would have been 
made, had the veteran’s period of military service subsequent to July 1, 
1941, been insured. These contributions were substantial over the years. 
None have been made with respect to military service subsequent to | 
1955. Table 6 shows the year by year contribution under this head. 


Table 6 


SPECIAL CONTRIBUTIONS BY GOVERNMENT IN RESPECT OF 
MILITARY SERVICE 


Fiscal Year Contribution 

$7000 

1943-44 87 
44-45 562 
45-46 1,923 
46-47 9,767 
47-48 20,751 
48-49 18,465 
49-50 5,876 
1950-51 3,837 
51-52 2,283 
52-53 2,276 
53-54 1,142 
54-55 2,386 
55-56 1,495 
56-57 720 
57-58 558 
58-59 58 
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36. The special contributions shown in the table are, of course, of the 
same character as employer-employee contributions so far as the plan is 
concerned; they are noted here only by reason of the distorting effect 
that they might have on the year-by-year revenue. 


37. The third type of contribution by the government relates to Sup- 
plementary Benefit as adopted in 1950. Supplementary Benefit was 
provided in four different classes (see par. 84). A special contribution 
was required from employees and employers with respect to Classes 1 
and 2. The government undertook to contribute one-fifth the sum of 
such employer-employee contributions and, in addition, to bear the 
cost of the benefit in these two classes, paid prior to March 31, 1952, 
to the extent that the contributions otherwise required should prove to 
be insufficient. There is no indication in the statute to the effect that this 
guarantee would have been extended beyond March 31, 1952, if 
required. It seems likely that the guarantee was provided until some 
experience had developed to enable one to judge the adequacy of the 
special contribution. There was, in fact, no guarantee with respect to 
Supplementary Benefit paid after March 31, 1952. In actual experience, 
no contribution was required from the government in respect of the 
guarantee. 


38. The full cost of Supplementary Benefit for Classes 3 and 4 was 
to fall on the government and Table 7 shows the amounts contributed 
by the government for this purpose during the years that Classes 3 
and 4 were in effect. 


Table 7 


GOVERNMENT CONTRIBUTION FOR SUPPLEMENTARY BENEFIT 
CLASSES 3 AND 4 


Fiscal Year Contribution — 
$ 
1949-50 Nil 
50-51 1,791,484 
51-52 37,150 
52-53 800 
53-54 673 
54-55 321 


39. The fourth type of government contribution to the plan is under 
the head of administrative expenses. From the outset of the plan, the 
full amount of administrative expenses has been met by the govern- 
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ment from its general sources of revenue, and no part of this expense 
has been charged to the Unemployment Insurance Fund. Table 8 shows 
the annual expenditure in respect of the administrative costs of the 
Unemployment Insurance Commission. This includes, after 1946-47, the 
cost of operating the National Employment Service. 


Table 8 


ADMINISTRATIVE EXPENSES 
UNEMPLOYMENT INSURANCE COMMISSION 


Fiscal Year Expenses 

$000 

1941-42 2,344 
42-43 4,657 
43-44 5,171 
44-45 5,113 
45-46 6,185 
46-47 7,496 
47-48 17,640 
48-49 18,965 
49-50 20,386 
1950-51 21,905 
§1-52 23,520 
52-53 24,955 
53-54 26,097 
54-55 28,269 
55-56 26,622 
56-57 28,983 
57-58 32,444 
58-59 35,290 
59-60 35,869 
1960-61 42,112 
61-62 45,935 


40. A comparison of these figures with the normal revenue from 
contributions, including the special contributions for Supplementary 
Benefit year by year, shows that if the administrative expenses were to 
be paid from the Unemployment Insurance Fund, the amount required 
would represent about 13 per cent of the normal contribution revenue. 


41. So far as government contributions are concerned, the principal 
points are: 


(a) The government has contributed an amount equal to one- 
fifth of the employer-employee contributions. 
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(b) The government has borne the full cost of Supplementary 
Benefit, Classes 3 and 4. 


(c) Until March 31, 1952, the government guaranteed to con- 
tribute the excess of the cost of Supplementary Benefit, 
Classes 1 and 2 over the special contribution revenue pro- 
vided for that benefit. (No payment needed.) 


(d) The government has borne the full cost of administration 
of the plan. 


(e) In respect of certain military service, the government has 
contributed an amount equal to the employer-employee con- 
tribution that would have been made had the service been 
insured. Such contributions were sometimes in large lump 
sums covering several past years. There is, therefore, some 
distortion in the revenue figures for a few years following 
World War II. 


D. Interest on the Fund 


42. When the plan was put into effect in 1941, it was expected 
that a fund would be built up initially even if unemployment experience 
were closely parallel to that used as a basis for the original financial 
structure. The plan required an insured person to have a minimum of 
180 days of contribution before he could qualify for benefits. Thus, 
contributions having commenced in July 1941, no one could possibly 
qualify for benefit until early in 1942. By that time the Fund would 
have accumulated more than six months of contribution. Further, the 
benefit formula provided benefit for a period equal to one-fifth of the 
number of days of contribution in the preceding five years less one- 
third of the number of days of benefit in the preceding three years. 
Thus an insured person could not qualify for maximum benefit until 
he had contributed for at least five years. In general, this formula 
would have the effect of causing the potential liability in the early 
years of operation to be somewhat less than it would be when the plan 
fully matured. It was also expected that there would always be some 
assets remaining in the Fund and thus some interest revenue would 
be expected every year. 


43. In the original financial structure, an allowance was made for 
investment income equal to the revenue produced by a 2 per cent 
increase in the average number of weeks of contribution per annum 
per person. The actual investment income, year by year, is shown in 
Table 10 on page 67, in comparison with the total contribution revenue. 
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44. By reason of the rapid growth of the Fund, the investment 
income has been a much more important factor in revenues than was 
originally expected, rising to as much as 14 per cent of the ordinary 
revenue. Over the history of the Fund to March 31, 1961, interest has 
been about 84 per cent of the contribution revenue. This compares with 
the 2 per cent allowed originally. 


45. In summary, interest revenue has been more important than 
expected in the financial history of the Fund, due to the long period 
of growth in the Fund’s assets. 


E. Total Revenue 


46. Tables 9 and 10 show, year by year, the total revenue from 
the main sources discussed above. These figures are greatly influenced 
by the normal growth in the insured population. So far as the financial 
structure of the plan is concerned, however, the important thing is the 
expected annual revenue per insured person as compared with the 
expected annual benefit cost per insured person. If these are in proper 
relationship the financial structure will be sound regardless of growth 
or shrinkage in the insured population, so long as that growth or shrink- | 
age does not alter the contribution and claim pattern. 


47. In developing an index of revenue per person it is necessary to 
determine the number of persons to be used. The following groups 
must be considered: 

(a) Persons who contributed during the year. 

(b) Persons who drew benefit or served some of the waiting 
period during the year but did not contribute. 

(c) Persons who did not contribute, draw benefit or serve any 
part of the waiting period during the year but who retain 
some potential rights under the plan on the basis of past 
contributions. 


48. As a practical matter, those under item (c) must be ignored. 
They include all those who have withdrawn from the labour market 
permanently, those who are engaged in own-account work or uninsured 
employment and those who are unemployed and have exhausted their 
benefit rights. No way is open to obtain a count of those who will return 
to insured employment in the future and get the benefit of past contri- 
butions. We must, therefore, confine attention to those under items 
(a) and (b). This group is made up of all those who have had financial 
contact with the plan during the year and for convenience will be 
referred to as the “contact population”. It includes persons who are 
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Table 9 


CONTRIBUTION REVENUE AND ADMINISTRATIVE EXPENSES UNDER 
UNEMPLOYMENT INSURANCE ACT 


Contributions by Government 


Contributions by Administrative 


Fiscal Year eeicve os soa Col. (2) sul (3) Expenses* 
$’000 $’000 $000 $’000 
1941-42 36,436 — Ts 281 2,344 
42-43 57,435 _ 11,487 4,657 
43-44 61,649 ‘p? 12,344 5,171 
44-45 62,321 1,408 12,746 5,113 
45-46 60,965 1,602 125513 6,185 
46-47 67,876 8,139 15,203 7,496 
47-48 66,239 17,292 16,706 17,640 
48-49 84,201 15,387 19,918 18,965 
49-50 98 , 809 4,897 20,741 20, 386 
1950-51 125,586 3,198 per eT) 21,905 
51-52 152,009 1,903 30, 782 23,520 
52-53 153,288 1,897 31,037 24,955 
53-54 1575723 951 31,735 26,097 
54-55 156,871 1,988 Biggie 28 , 269 
55-56 168,484 1,245 33,946 26,622 
56-57 187,390 600 37,598 28 , 983 
57-58 191,935 465 38,480 32,444 
58-59 185,439 49 37,097 35,290 
59-60 228,616 - 45,723 35,869 
1960-61 275 ,273 aan 55,055 42,112 
61-62 277,789 — 55,558 45,935 


*Fines and penalties not included; includes contributions of 2¢ a day for Supplementary 
Benefit starting in 1950. 

>Paid by government in respect of certain service in Armed Forces; includes $940,000 
arrears of contribution paid by government in respect of certain government employees 
in 1944, 

¢Expenses of administering National Employment Service included only after 1946-47. 

4Less than $500. 


very near to group (c); e.g., a person may have drawn only a few days 
of benefit in the year before dropping out of the plan. It also includes 
“new entrants”; i.e., those who have entered the plan during the year 
for the first time. The “contact population” can be determined from 
the “actuarial sample”—a continuous 5 per cent sample of insurance 
books issued. | | 


49. At any particular time, the number of persons covered by 
unemployment insurance is made up of those in insured employment 
at that time together with those who are drawing benefit at that time 
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Table 10 


CONTRIBUTIONS, NET INVESTMENT INCOME AND OTHER REVENUE: 
UNDER UNEMPLOYMENT INSURANCE ACT 


Ratio of 
Contribution Net 

Revenue, Net Fines Investment 

Fiscal Year Employer, Investment and Total Income to 

Employee, Income Penalties Normal 

Government Contribution 

Revenue* 
$°000 $’000 $000 $000 % 
1941-42 43,723 269 — 43,992 0.6 
42-43 68,922 1,840 1 70,763 Zed 
43-44 74,065 34972 1 78 ,039 5.4 
44-45 76,475 6,196 2 82,673 8.3 
45-46 75,080 6,117 2 81,199 8.4 
46-47 91,218 7,530 4 98,752 9.2 
47-48 100, 237 9,561 5 109, 803 12.0 
48-49 119,506 125133 8 131,627 12.0 
49-50 124,447 14,391 18 138,856 12.1 
1950-51 154,541 15,631 35 170,206 10.4 
$1-52 184,694 19,047 33 203,773 10.4 
52-53 186,221 22,951 36 209, 208 12.5 
53-54 190,409 26,095 oy 216,540 13.8 
54-55 190,632 26,378 37 217,047 14.0 
55-56 203,676 25,005 31 228,712 12.4 
56-57 225,589 26,039 44 251,672 11.6 
57-58 230,880 23,776 47 254,702 10.3 
58-59 222,584 11,610 48 234,242 Die 
59-60 274,339 6,925 52 281,315 nus 
1960-61 330,328 2,308 63 332,698 0.7 
61-62 333,347 3,216 90 336,653 1.0 


*Normal Contribution Revenue is that shown in the second column less 120 per cent of 
special government contribution as shown in the third column of Table 9. 


(including those serving the waiting period). This may be called the 
“covered population”. The covered population is determined in June 
of each year when all insurance books are renewed and is estimated 
month by month thereafter to the next book renewal date on the 
basis of counts of the claimants and estimates of the number at work. 
An average of the monthly figures gives the average covered population 
for the year. 


50. The “contact population” will always exceed the “covered popu- 
lation”. In the former figure, a person is included if he is within the 
plan at any time during the year, whether for the full year or only 
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part of the year. In the latter figure, a person who is within the plan 
for, say, six months, would be counted as one-half. Two persons 
working half the year in insured employment and half the year in 
uninsured employment would appear as two in the contact population 
but only as one in the covered population. 


51. The difference between the two figures is to some extent a measure 
of the movement into and out of insured employment on the part of the 
labour force. It is also a function of the terms of the plan and the 
economic conditions. Persons who have exhausted their benefits but are 
unable to obtain employment will disappear from the covered population 
even though they may desire to remain in insured employment. They 
will be included in the contact population until they have been without 
insured employment or benefit for a full calendar year. 


52. In studying figures showing the revenue from year to year, the 
best basis of comparison is achieved by eliminating so far as possible 
special or unusual items of revenue. The “normal contribution revenue”, 
as referred to herein, is intended to represent the revenue arising from 
contributions by employers, employees and the government exclusive 
of— 

(a) Special government contributions in respect of military 
service. 


(b) A special government contribution in 1944 in respect of 
certain government employees. 


(c) Special government contributions in respect of Supple- 
mentary Benefit, Classes 3 and 4. 


(d) Fines and penalties. 


53. The government contributions for military service, although gen- 
erally of the nature of employer-employee contribution, require special 
treatment since they were concentrated in certain years although applying 
in fact to a period of several years. 


54. Table 11 compares the contact population and the covered popula- 
tion year by year and also shows the normal contribution revenue per 
person per year in the insured population. 


55. Looking first at the population figures, one interesting feature is 
the narrowing spread between the covered population and the contact 
population year by year. In the 1940’s, the contact population was of 
the order of 30 per cent to 40 per cent larger than the covered popula- 
tion. Starting in 1950, the ratio of contact population to covered 
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Table 11 


INSURED POPULATION AND NORMAL CONTRIBUTION REVENUE 
PER INSURED PERSON PER YEAR 


Normal Contribution Revenue® 


Ratio 
Fiscal Covered® Contact Col. (3) Per Insured Person in 
Year Population | Population to —— 
Col. (2) Total Covered? Contact? 
Population | Population 
000 000 $’000 $ $ 
1942-43 23037 2,652 1.30 68,922 33.84 25.99 
43-44 2,142 2,763 1.30 73,978 34.54 26.77 
44-45 2,226 oT fm eos 74,785 33.60 26.95 
45-46 2,134 3,020 1.42 132158 34.28 24.23 
46-47 2,194 3,050 1.39 81,451 37.12 26.70 
47-48 2,324 3,261 1.40 79,487 34.20 24.37 
48-49 2,480 3,239 1.31 101,041 40.74 31.20 
49-50 2,592 3,168 122 118,571 45.74 37.43 
1950-51 2,808 43,563 R27 150,704 53.67 42.30 
51-52 3,073 3,740 122 182,411 59.36 48.77 
$2-53 3,138 35762 1.20 183,945 58.62 48.90 
53-54 3,218 3,922 1.23 189, 268 58.82 48.26 
54-55 3,318 3,919 1.18 188 ,246 56.73 48 .03 
55-56 3,482 4,153 1.19 202,181 58.06 48.68 
56-57 3,819 4,456 1.17 224,869 58.88 50.46 
57-58 4,038 4,527 1.12 230,322 57.04 $0.88 
58-59 4,116 ' 4,510 1.10 2225526 54.06 49.34 
59-60 4,125 ¢ 274,339 66.51 c 
1960-61 4,120 c 330,328 80.18 e 
61-62 4,032 e 333,347 82.68 e 


&Normal Contribution Revenue excludes: (1) government contributions for military service; 
(2) arrears re certain government employees in 1944; (3) fines and penalties; (4) special 
contribution for Supplementary Benefit, Classes 3 and 4. 

>For definitions of covered population and contact population see paragraphs 48 and 49. 

Not available. 


population began to fall. It hovered around 123 per cent for five 
years, 1950-54, and then began to fall again, dropping steadily to 110 
per cent in 1959. 


56. The very high ratio in the 1940’s was a reflection of the high 
employment conditions and the extensive movement into and out of 
the insured population. It would also be influenced by the rising wage 
levels, causing persons to drop out of the plan on reaching the ceiling. 


57. The narrowing gap in more recent years may be caused’ by the 
easier qualifications for benefit.. This enables a part-time worker ‘to 
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qualify for benefit and then be counted in the covered population 
where formerly he might have been unable to qualify and so would drop 
out of the count when his work was finished. It may also reflect the 
tighter employment conditions in the late 1950’s. This would have an 
effect on the movement into and out of the insured population. 


58. Whatever the causes, it appears that there is a much greater 
tendency in recent years for persons to remain within the ambit of the 
plan for the entire year than was formerly the case. 


59. With respect to the average contribution per person per year, 
the more significant figures are those relating to contact population. 
Those relating to covered population are included principally to project 
the trend over periods for which there are no available figures relating 
to contact population. 


60. There is no clear trend in the early years. The period was one 
of rising wages and full employment. Several changes were made in 
coverage; the changes relating to the earnings ceiling would be partic- 
ularly significant. Moreover, the post-war years were years of active 
movement into and out of insured employment (the ratio of contact 
population to covered population is at a peak in those years). These 
factors would all affect the average annual contribution but apparently 
they were largely offsetting. 


61. In 1948, the ceiling for coverage was raised from $2,400 to 
$3,120 and a new earnings class was added. The effect on the average 
revenue per person is immediately apparent in the figures for 1948-49. 
Since the new class came into effect in October 1948, its effect would 
be only partially apparent in 1948-49 and would carry through to 
produce a further rise in 1949-50 when the new class would affect the 
revenue for a full year rather than only for half a year. 


62. The further rise in 1950-51 was due in part to the revisions of 
contribution classes in July 1950, but principally to the addition of 
1¢ daily to the contribution by employers and employees in respect of 
Supplementary Benefit. Apart from the Supplementary Benefit con- 
tributions, the average revenue would have shown only a slight rise to 
$38.28 per person in the contact population. 


63. The effect of the additional Supplementary Benefit contribution 
shows up further in 1951-52 as the new rates have a chance to affect 
the contributions for a full year. There is but little change for two 
years but a slight drop shows up in 1954-55. This reflects the recession 
of that year. The further declines in 1957-58 and 1958-59 are no 
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doubt also due to the recession. The rise in 1959-60 and in 1960-61 
is a reflection of the revision of classes and the increase in contribution 
rates in September 1959. 


64. When Supplementary Benefit was introduced in 1950, a special 
contribution of 1¢ per day was levied on employees and an equal 
contribution on employers to cover the cost. In addition, the govern- 
ment contributed the usual one-fifth of the employees’ and employers’ 
contributions. The revenue from this special contribution was accounted 
for separately from the time it started, July 1, 1950, to May 31, 1955. 
After the amendments of October 1955, there was no special earmark- 
ing of part of the contribution to cover the cost of “Seasonal Benefit”, 
the successor to Supplementary Benefit. 


65. In actual experience, the special contribution proved to be more 
than adequate to cover the costs of Supplementary Benefit, at least 
until the Act was changed in October 1955. As a result of this, together 
with the large balance in the Fund in the early 1950’s, a substantial 
increase in benefit rates was made in 1952. It was considered that 30 
per cent of the extra contribution would suffice to cover the cost of 
Supplementary Benefit and the remainder would be available to apply | 
against the cost of the increased benefit rates. 


66. Table 12 shows the revenue arising from the special contribution 
of 2.4¢ a day during the period July 1, 1950, to May 31, 1955, the 
portion informally earmarked for Supplementary Benefit (30 per cent 


Table 12 
SPECIAL CONTRIBUTION FOR SUPPLEMENTARY BENEFIT 


Total Portion Revenue per Person in 
Fiscal Revenue Earmarked a ae er a ee ae 
Wear from for Covered Population Contact Population 
Special Supplementary }————@—_ |_—______—_- 
Contribution Benefit Total |Earmarked| Total | Earmarked 
$7000 $000 $ $ $ $ 
1950-518 14,303 14, 303 5.06 5.06 4.01 4.01 
51-52 21,664 21,664 7.09 7.09 A 5.79 
52-53 22,691 11,994 Teed 3.84 6.03 3.19 
53-54 23,042 6,913 7.20 2.16 5.88 1.76 
54-55 22,800 6,840 6.85 2.05 5.82 1.75 
55-56» 3,638 1,091 1.04 0.31 0.88 0.26 


®From July 1, 1950. 
>To May 31, 1955. 


as 
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of the total after August 1, 1952) and the amount per person in the 
insured population. The figures in Tables 9, 10 and 11 include revenue 
from this special contribution. 


Il, BENEFIT 


67. The principal factor affecting the amount of benefit paid out is, 
of course, the amount of unemployment. Figures drawn from the regu- 
lar labour force surveys are probably the best material to show the 
economic environment in which the plan has operated. Table 13 shows 
the ratio of the number of persons without work and seeking work (the 
“unemployed’’) to the total civilian labour force. 


Table 13 


RATIO (%) OF NUMBER UNEMPLOYED TO THE 
TOTAL CIVILIAN LABOUR FORCE* 


Month 

Co LAR ene LET LS SE ii er Rica BR A RNS Be hes ONS et MD, oh aR te 2 

; Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 
1941 4.4 
42 3.0 
43 1.7 
44 1.3 
45 1.6 4.3 
46 5.3 2:9 2.6 2.9 
47 3.4 2.0 1.6 2.0 
48 3.6 1.9 1.4 pay: 
49 4.3 Zt 2.0 3.0 
1950 6.8 aun Ze 2.6 
51 3.9 1.8 1.7 2:3 
52 5.0 233 1.9 Zedi. Joe 
53 rs ee ME AK Say A a em es Be Sy he Pa ec i Se 
54 5:8. 4 6:40 6.5, 3608) as2 5 SoS SLOT ans. ay oae foe ae, oe 
55 Te Diddle ean Dine teh Ou iSO 2. 7 ite DB Ds ae iene 
56 5:6 26. Bi S.de 4.8. (3.00) 2c205) BG. 159 2 One 92 See 
57 S27. GSE IG. o) Ssh. Sed Gee eee ek See ae) lee ene 
58 9.71 TIO OL G64 Sea OF S10 406 0) 5.3) rave ae 
59 DS DIS SOE 6 SLE KACO Sd 4.0 4 366 40 Ss eas 
1960 3.8.9.6. 978 8.8) 656) (4795.0) "SSeS. 0 S27 iG Gaaeee 
61 10.8°°IT.3. SL ee oT VEO S56 S29 480 (47 459 606 ae oe 
62 S20 ek, WB. Pie Lely, Dek Pa Aeo aol acd ee 


*For years 1941 to 1952 inclusive, labour force surveys were not made monthly; figures 
shown are the only figures available. 
Source: Labour Force Surveys, Dominion Bureau of Statistics. 
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68. The figures in this table give a general picture of the trend in 
unemployment over the duration of the plan. A brief examination of 
these figures shows that unemployment was really very low for most of 
the history of the plan. There was a slight up-turn following the war and 
another in 1949 and 1950. There was a considerable rise, starting in the 
fall of 1953 and running through to the spring of 1955, followed by an 
improvement in the rest of 1955 and in 1956. About mid-1957 the 
figures began to rise again and unemployment seemed to move on to a 
new level, higher than the norm in earlier years. There are signs of an 
improved trend starting in the summer of 1961. 


69. The figures show also the well known seasonal trend. Unemploy- 
ment declines to a low point in the summer months and rises to a peak 
in February and March. 


70. The effect of any given level of unemployment on the unemploy- 
ment insurance plan depends upon the extent and nature of the coverage 
and upon the benefit provisions of the plan. These will be discussed 
under the following heads: 

A. Coverage. 

B. Qualifying Rules. 
C. Benefit Formula. 
D. Rate of Benefit. 


A. Coverage 


71. The following is a summary of the principal changes in coverage 
under the plan: 


January 7, 1942: Coverage continued for insured persons whose 
earnings rise above $2,000 a year for reasons due 
to the war; coverage extended to hourly-paid 
workers if their basic rate of pay does not exceed 
90¢ an hour. Formerly persons whose earnings 
exceeded $2,000 a year were excepted. 

November 21, 1942: Insurance agents excepted from coverage. 


September 1, 1943: Earnings ceiling removed for persons paid on an 
hourly, daily, weekly, piece or mileage rate, and 
raised to $2,400 a year for persons on salary or 
commission. 

September 1, 1943: Coverage extended to all employees of the federal 
government unless certified as permanent. Form- 
erly such employees were excepted if appointed 
under the Civil Service Act. 
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September 1, 1943: 


September 1, 1943: 


September 1, 1943: 


December 11, 1943: 


August 1, 1945: 


September 3, 1945: 


August 1, 1946: 


October 1, 1946: 


October 1, 1946: 


January 1, 1948: 


April 1, 1948: 
January 12, 1949: 
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Coverage extended to employment in connection 
with a public utility, whether or not municipally 
owned or operated, regardless of the permanency 
of the employment. Formerly, this type of em- 
ployment, if operated in connection with a munici- 
pality was excepted when certified as permanent. 


Coverage extended to employees of hospitals and 
charitable institutions (formerly excepted entire- 
ly) or to certain groups or classes of such em- 
ployees, on the voluntary election of the hospital 
or institution, subject to the concurrence of the 
Unemployment Insurance Commission. 


Coverage extended to the employees in Canada of 
any foreign or Commonwealth government on 
election by that government, subject to the con- 
currence of the Unemployment Insurance Com- 
mission. 

Truck drivers who own their trucks excepted from 
coverage. 

Coverage extended to employment in transporta- 
tion by air. 

Coverage extended to professional nurses other 
than private duty nurses. 


Coverage extended to employment in lumbering 
and logging in British Columbia. 


Coverage extended to employment in inland trans- 
portation by water. 


Insured persons paid on a weekly-wage basis 
excepted from coverage if earnings exceed the rate 
of $3,120 a year. 

Earnings ceiling raised from $2,400 a year to 
$3,120 a year for persons on salary or commis- 
sion. | 

Coverage extended to stevedoring. 


Real estate agents paid solely by commission 
excepted from coverage. 


April 1, 1949: 


December 28, 1949: 


April 1, 1950: 


July 3, 1950: 
July 1, 1951: 


August 1, 1953: 


March 1, 1954: 
January 1, 1956: 


January 1, 1956: 


April 1, 1957: 
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Coverage extended to employees in Newfound- 
land. 


Coverage extended compulsorily: to temporary 
construction workers employed by hospitals and 
charitable institutions. 


Coverage extended to employment in lumbering 
and logging elsewhere than British Columbia. 


Earnings ceiling raised to $4,800 a year. 


Security salesmen paid solely by commission 
excepted from coverage. 


Earnings ceiling removed for printing tradesmen 
paid by week if below rank of foreman. 


Coverage extended to employment connected 
with landscape gardening unless employed in 
nurseries. 


Earnings ceiling removed for persons employed 
in transportation by water on the Great Lakes 
and contiguous waters. 


Coverage extended to (a) employment in those 
parts of agriculture concerned with the raising 
of poultry and egg grading and the raising of 
race horses, saddle horses or light harness horses; 
(b) employment in horticulture except certain 
employments connected with general agriculture 
or performed in a nursery or greenhouse; (c) em- 
ployment in forestry with the exception of certain 
casual or temporary employments; (d) employ- 
ment as a member of a municipal police force if 
employment began after December 31, 1955, sub- 
ject to the consent of the municipality and the 
concurrence of the Commission. 


Coverage extended to fishermen. 


September 27, 1959: Earnings ceiling raised to $5,460 a year. 


72. The principal extensions, apart from increases in the earnings 
ceiling, that had a significant effect on the finances of the plan were 
those affecting lumbering and logging, stevedoring, inland transporta- 
tion by water and fishing. 
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B. Qualifying Rules 
73. The qualifying rules for regular benefit insofar as they relate to 
contribution record are summarized below. 


To qualify for benefit an insured person must 
have: 


July 1, 1941: (a) at least 180 days of contribution in the two 
years preceding the establishment of the 
benefit year, and 

(b) at least 60 days of contribution since the 
last day of benefit in the last preceding 
benefit year. 


September 1, 1943: (a) as above in (a), and 
(b) at least 60 days of contribution since the 
beginning of the last preceding benefit year. 


July 3, 1950: (a) as above in (a), and 

(b) at least 60 days of contribution in the period 
of 12 months preceding the establishment of 
the benefit year or in the period since the 
commencement of the last preceding benefit 
year, whichever period is shorter; or at least 
45 days of contribution in the period of six 
months preceding the establishment of the 
benefit year or in the period since the com- 
mencement of the last preceding benefit year, 
whichever period is shorter. 


October 2, 1955: (a) at least 30 weeks of contribution in the two 
years preceding the establishment of the 
benefit year, and 

(b) at least 30 weeks of contribution in the 
period of 52 weeks preceding the establish- 
ment of the benefit year or in the period 
since the commencement of the last preced- 
ing benefit year, whichever period is longer, 
and 

(c) at least eight weeks of contribution in the 
period of 52 weeks preceding the establish- 
ment of the benefit year or in the period 
since the commencement of the last preced- 
ing benefit year, whichever period is shorter. 


76 


ANALYSIS OF FINANCiAL OPERATION 


September 30, 1956: (a) as above in (a) for October 1955, and 
(b) as above in (b) for October 1955, but 
replacing 30 weeks by 24 weeks, and 
(c) as above in (c) for October, 1955. 


74. The above items refer, in a number of places, to a “benefit 
year”. This term will be used frequently in the following paragraphs 
and will, therefore, be explained at this point. 


75. When an insured person first files a claim and meets the quali- 
fying conditions, a “benefit year” is established for him and an entitle- 
ment to benefit is determined. This entitlement involves a maximum 
weekly rate of benefit and a maximum duration or amount. 


76. The insured person may then draw benefit against this entitle- 
ment at any time during the benefit year so long as he is able to 
show that he is unemployed and is capable of and available for work. 
He does not have to prove compliance with the contribution condi- 
tions again during the continuance of the benefit year. The benefit 
year continues for a period of 12 months or until the whole benefit 
entitlement is used up, whichever occurs first. Benefit years that ter- 
minate at the end of 12 months without exhaustion of benefit entitle- — 
ment are said to terminate by “lapse”; benefit years that terminate 
upon the exhaustion of benefit entitlement are said to terminate by 
“exhaustion”. After October 1955, the term “benefit period” is used 
in the Act rather than “benefit year” but the terms are synonomous. 


77. When an insured person submits a claim that leads to the 
establishment of a benefit year for him, that claim is referred to as an 
“initial” claim; any subsequent claim made during the existence of 
that benefit year is referred to as a “renewal” claim. When a benefit 
year has terminated, the insured person cannot receive benefit on his 
next claim unless he again meets the contribution conditions; if he 
does, another benefit year is established for him and a new entitlement 
determined. 

78. The concept of a “benefit year” or “benefit period” is an ad- 
ministrative device only. It avoids the necessity of applying all the 
contribution tests every time an insured person claims benefit. In theory 
it would be perfectly in order to apply all the tests in respect of each 
initial and renewal claim but the delay and administrative cost would 
increase greatly. 

79. The most important change in the qualifying conditions oc- 
curred in 1955, not only because of the rules themselves but because, 
after that time, the rules were applied in terms of weeks of contribution 
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instead of days. The 1955 amendments required a full week’s contri- 
bution for even one day of work done in a week; consequently it was 
easier to accumulate 30 weeks of contribution after 1955 than 180 
days of contribution prior to that time. However, the other conditions 
established in 1955 were more restrictive. The second condition pro- 
vided, in effect, that a contribution could not be “used” twice if it 
was more than a year old, “used” in this sense meaning to be taken 
into account for qualifying purposes. This condition was eased in 
1956 to allow up to six contributions to be “used” twice even if more 
than a year old (but not if more than two years old). 


80. The changes in the qualifying conditions in 1943 and 1950 
were important to individuals but were not of such extensive applica- 
tion as to have an important effect on the finances of the plan. 


81. The above rules relate to the qualification for regular benefit. 
Effective February 28, 1950, an additional type of benefit was intro- 
duced, known then as Supplementary Benefit and, after October 1955, 
as Seasonal Benefit. The term “Supplementary Benefit” will be used 
herein to refer to both types of benefit. 


82. Supplementary Benefit was payable only during the winter and 
the qualification rules were different from those for regular benefit. The 
periods during which Supplementary Benefit could be paid were changed 
from time to time; they are set forth in the following summary: 


Period during which 
Supplementary Benefit 


Winter period could be paid Duration 
1949-50 February 28 — April 15 7 weeks 
50-51 January 1 -— March 31 13 weeks 
51-52 January 1 — March 31 13 weeks 
52-53 January 1 -— April 15 15 weeks 
53-54 January 1 -— April 15 15 weeks 
54-55 January 1 -— April 15 15 weeks 
1955-56* January 1 -— April 15 16 weeks 
56-57 January 1 -— April 15 16 weeks 
57-58 December 1 — June 28 30 weeks 
58-59 December 1 — May 15 24 weeks 
59-60 December 1 — May 15 25 weeks 
1960-61 December 1 — May 15 ~ 25 weeks 
61-62 December 1 — May 15 25 weeks 


* For this and subsequent winters, Supplementary Benefit was payable on a weekly 
basis beginning with the calendar week in which the first date falls and ending with the 
calendar week in which the second date falls. 
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83. Just as for regular benefit, the concept of a “benefit period” is 
used in connection with Supplementary Benefit. A claimant who meets 
the qualifying conditions has a Supplementary Benefit period established 
for him with a maximum weekly rate of benefit and a maximum benefit 
entitlement. He may draw against this entitlement each week in which 
he suffers unemployment until the entitlement is exhausted or until the 
end of the time prescribed by the Act during which Supplementary 
Benefit may be paid. He does not again have to show compliance with 
the qualifying conditions during the currency of the benefit period. 


84. The qualifying rules for Supplementary Benefit are summarized 
below: 


February 28, 1950: Unemployed persons unable to qualify for regu- 
lar benefit might qualify for Supplementary 
Benefit in one of four classes. Class 1 required 
a record of termination of a regular benefit year 
subsequent to the March 31 preceding the claim. 
Class 2 required a record of at least 90 days of 
contribution since the March 31 preceding the © 
claim. Class 3 related to work in lumbering 
and logging and disappeared after March 31, 
1951; it required at least 90 days of work in any 
period of 12 months ended within six months 
preceding the claim, in lumbering and logging 
that was not insured employment prior to January 
1, 1950, or in a combination of that employment 
and insured employment. Class 4 related to newly 
covered employments generally and, in practice, 
was virtually ineffective after March 31, 1952; it 
required at least 90 days of employment since the 
March 31 preceding the claim in employment 
that was made insurable within 12 months pre- 
ceding the claim, or partly in that employment 
and partly in other insured employment. 


October 3, 1955: Unemployed persons unable to qualify for regular 
benefit might qualify in one of two classes. Class 
A (formerly Class 2) required a record of at 
least 15 weeks of contribution since the preceding 
March 31 instead of 90 days as formerly; Class 
B (formerly Class 1) required a record of termi- 
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nation of a regular benefit period subsequent to 
the preceding April 15 rather than March 31 as 
before. 


November 28, 1957: Class B benefit payable only if previous regular 
benefit period terminated after May 15 pre- 
ceding rather than April 15 as before, but this 
change was effective only for 1958-59 and subse- 
quent years. 


85. The above rules, and the changes from time to time, determine 
the extent of claim in the insured population consequent upon any 
particular level and type of unemployment. An index of the impact of 
unemployment on the plan is given by computing the ratio of the average 
number of persons on benefit each month to the average insured popu- 
lation for that month. These ratios are shown in Table 14. 


Table 14 


RATIO (%) OF AVERAGE NUMBER OF BENEFICIARIES EACH MONTH 
TO AVERAGE INSURED POPULATION FOR THE MONTH 


Month 
Year 


Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 


1944 4 i * 0.659076!" 0.4°°0.2"" 072 0:2 /O0.3- 0.3." OS 
45 OF TSS Se Ae AO OLSAL OCS) 809 152) pled 29 ae 
46 49 66 7.4 7.4 60 4.8 3.9 3.4 3.4 3.0 2.7 3.0 
47 4.55 34.6 4:8) 4 Ae Sor 2a 2 aS.) 17) | 0S OE aa 
48 4:67. 6.0 6:70" 6.0) 84.5" 3.199226 2.25 92,007 250 AZO eae 
49 6.40 8.28 9.2 Na 5.9" 4S CS 24 2 22S cine OU mia ce 

1950 SIA 950M) DT Te PSO, S74 e268 eS) 222) W232. eee 
51 DTP NGi 206. 2) 8356) 2. Sp pat Oe NieGow2e0) 2500 2.3 oc) eee 
52 7:6) 8.3.) 8.4.6.4. 04.3) 2.7 * 258. 206 (2,4 2.5 SG ees 
53 $.2.5.9,3. 08.4) (6.2 4.0) (2.99152 -87 207 | 29s oe 
SAP EET 12.9" 1372 13.9 97.6" $5.2, 5.07. 4.7 | 4.8. Sia eGe) eee 
Sa PASSL TASTE A148 1484. SSUES Ve SOR 362 3.2 Se eae eae 
56 SAM WLU Ay AZ Bah 4 eG 2) | 03:4 e283 P27.) (2260) -2. 52S eae 
ae | 9.52, 11.5 01255 12.3 831 64.5 43.9) 3.9) 42 4 Sa ae ee 
58 15220475 1999 1727 14311054 7.25.6 5.6 SSS Or ooerens 
5D 15.3) 45:8 (182001553) TRB 1409 We 4c1aeo | 3.9. 4507S. t se 

1960 #144. 13.27.1720) F722 113-5 6:8 4S.64. 5.3. 5.6.7 S67 Ol Bese 
61 15.8 17.4 19.1 17.0 13.8 6.3 4.9 4.8 4.4 4.4 5.3 7.8 
62 | 13.5 14.2 15.4 13.6 10.8 


*Not available. 
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86. It can be seen that these ratios, although they follow the same 
trend as those in Table 13, are considerably higher. It is to be kept in 
mind that the ratios in Table 13 are ratios of unemployed to total labour 
force rather than to paid workers; also there are a considerable number 
of unemployed persons who are not covered by unemployment insurance 
or, if covered, do not qualify for benefit. On the other hand, the bene- 
ficiaries taken into account for Table 14 may include a considerable 
number who would not report themselves as unemployed except for 
benefit purposes—they are not seeking employment. 


87. It is notable that the excess of the beneficiary ratios (Table 14) 
over the unemployment ratios (Table 13) is greater in the winter months 
at the start of each year than in the late summer and fall months, the 
difference reaching a peak in April and May. This suggests that a good 
many people may go on benefit during the winter but do not regard 
themselves as “unemployed” for purposes of the labour force survey. 
This is probably one of the effects of the seasonal employment pattern 
in Canada and of the existence of Supplementary Benefit. 


88. The beneficiary ratios are much closer to the unemployment ratios _ 
in the last two or three years than formerly. Whereas they were from 
50 to 100 per cent larger than the unemployment ratios in 1954 and 
1955, they now range from 0 to 50 per cent larger. This suggests that 
as unemployment rises, a larger proportion of those on claim are genu- 
inely unemployed and so report in the labour force surveys. In fact, when 
the beneficiary ratios decline to less than the unemployment ratios, as 
they did in the late summer and fall of 1961, the implication is that 
there is a growing number of the unemployed who have exhausted their 
unemployment insurance benefits. 


89. Changes in the rules of the unemployment insurance plan may 
have a sharp effect on the beneficiary ratios. For example, in 1958, 
Supplementary Benefit was extended to the end of June for that year 
only. In 1957, it ended on April 15, and in 1959, on May 15. Thus, it 
appears many people stayed on benefit in May and June 1958, who, 
but for the special extension, would have gone to work or dropped out 
of the labour force. 


90. Another measure of the impact of unemployment on the insur- 
ance plan is given by the number of persons establishing benefit years 
each year. These data are published regularly by the Dominion Bureau 
of Statistics. Table 15 shows the number of benefit years established 
each year and the ratio to the average insured population for the year. 
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These figures are significant because they give an indication of the 
number of different persons who suffer unemployment during the year, 
file an initial claim and qualify for. benefit. The monthly count of bene- 
ficiaries, on which Table 14 is based, does not indicate how many 
different persons are involved during the year. 


Table 15 


NUMBER OF BENEFIT PERIODS ESTABLISHED AND RATIO (%) TO 
INSURED POPULATION 


Regular Benefit Periods Supplementary Benefit Periods 
be Num- Ratio to Number Established Ratio to 
Covered | Contact Covered | Contact 
lished | POU | Popu- | Cues A | Class B| Total | Popu- | Popu- 
lation lation lation lation 
7000 % % 000 7000 7000 % % 
1942 T7RzZ 0.7 0.6 
43 19.6 1.0 0.7 
44 66.9 3.0 2.4 
45 22353 10.3 deo 
46 304.7 14.1 10.0 
47 265.1 11,5 8.2 
48 392.1 16.2 12.1 
49 556.1 21.5 17.6 
1950 593.3 21.9 eG | * - 113.7 4.2 3.6 
51 617.7 20.4 16.6 35.5 53.0 88.5 2.9. 2u5 
52 731.0 23.4 19.5 34.9 61.1 96.0 oct 2G 
53 852.6 26.7 21.9 39.9 109.4 149.3 4.7 4.0 
54 984.8 30.0 Dez 51.5 159.2 | 210.7 6.4 5.4 
55 849.4 24.8 20.9 55.9 194.1 250.0 733 6.4 
56 834.4 22.4 19.0 101.1 154.6 | 255.7 6.9 6.2 
57 1086.2 27.4 24.0 144.0 64.8 | 208.8 533 4.7 
58 1091.5 26.6 24.3 220.8 | 249.7 | 470.5 11.7 10.4 
59 985.1 24.0 21.1 256.0 188.3 | 444.3 10.8 9.9 
1960 1065.8 25.8 . 284.7 159.1 443.8 10.8 * 
61 967.7 23.9 be 278.1 187.7 | 465.8 j iW Be * 


*Not available. 


91. In considering this table, it should be noted that the payments of 
regular benefit in any calendar year are made not only to persons who 
have established a benefit year in that calendar year, but also to persons 
who have carried over a benefit year from the preceding calendar year. 
Also, the figures shown for Supplementary Benefit periods established 
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in 1957 exclude the number of Supplementary Benefit periods estab- 
lished in December of that year. For later years, the figures shown for 
a particular year include the number of Supplementary Benefit periods 
established in December of the preceding year and exclude those estab- 
lished in December of the year in question. 


92. There was an increase in unemployment following the war as 
a consequence of readjustment of industry and of the labour force. This 
accounts for the rise in benefit years established in calendar years 1945 
and 1946. 


93. Although persons employed in lumbering and logging in British 
Columbia, and in transportation by water were brought under the Act 
in 1946, it is unlikely that they would have accumulated enough contri- 
butions to have much impact on the claims in 1947. The rise in the 
figures for 1948 as compared with 1947 was due to some extent to 
claims from this group. However, the numbers involved were not such 
as to have a major effect on the claims picture. 


94. The entry of Newfoundland into Confederation in 1949 had only 
a slight effect in 1950. 


95. Unemployment rose in the fiscal year 1949-1950 and the effect 
shows in both the 1949 and the 1950 figures in Table 15. Seasonal 
regulations were relaxed in 1950 and this affected the subsequent years. 
The rise in 1952 and 1953 was, to a substantial extent, linked to 
coverage for lumbering and logging elsewhere than in British Columbia. 
This extension of coverage was made in 1950. The high figure for 1954 
reflects the recession of that year. 


96. The drop in 1956 is partly due to the impact of the new rules for 
qualification adopted with effect from October 2, 1955. These were 
eased late in 1956 and this accounts, in part, for the increase in the 
benefit periods established in 1957. However, employment conditions 
became more difficult in 1957 and this was the principal cause of the 
increase for that year. 


97. For 1958 and 1959, the interesting feature is the sharp rise in 
the number of Supplementary Benefit periods established. This was 
caused in part by the amendments lengthening the period during which 
Supplementary Benefit could be paid but also, and principally, by the 
more difficult employment conditions of those years. Evidently many 
insured persons were able to get enough work to qualify for Supple- 
mentary Benefit but not for regular benefit; moreover, the rise in the 
number of Supplementary Benefit periods, Class B, shows that many 
insured persons had exhausted their regular benefit and were unable to 
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C. Benefit Formula - 


98. The amount of benefit paid to those who qualify depends not 
only upon the extent of the unemployment but also upon the benefit 
formula and the rate of benefit. 


99. The benefit formula in the original Act remained unchanged 
until 1955 except as respects the introduction of Supplementary Benefit 
in 1950. Under that formula, the maximum duration of benefit in any 
benefit entitlement was a number of days equal to one-fifth of the 
number of days of contribution made by the claimant in the five years 
immediately preceding the establishment of the benefit year less one- 
third of the number of days of benefit drawn by the claimant in the 
three years immediately preceding the establishment of the benefit year. 
The maximum period was, therefore, one full year (less the waiting 
period) for a person with a five-year record of continuous employment. 


100. The deductive factor in the formula had the broad effect of 
reducing the potential benefit entitlement for persons who claim fre- 
quently as compared with the entitlement for persons having a compa- 
rable contribution record but little in the way of claim. 


101. For persons who contributed under the plan an average of 15 
to 33 weeks a year and drew the maximum benefit to which they were 
entitled, this formula provided one day of benefit for each two days of 
annual average contributions after a record of some years had been 
built up. Thus if a person averaged 20 weeks of contribution a year he 
would ultimately have been entitled to an average of 10 weeks of benefit 
a year. In the early years of coverage for any insured person, however, 
the benefit provided would be much less—more nearly one week of 
benefit for five weeks of contribution. 


102. In October 1955, the benefit formula was changed to a rule 
that provided, in effect, one week of benefit for each two weeks of 
contributions in the two years preceding the start of the benefit year, 
subject to the stipulation that a week of contribution could not be taken 
into account for the purpose of a particular benefit year if it had already 
been counted for a previous benefit year and was more than a year old. 
The maximum duration of benefit was set at 36 weeks. For persons who 
claim every year on a more-or-less uniform pattern, this formula pro- 
vides one week of benefit for each two weeks of contribution in the 
year preceding the start of the benefit year. A claimant would need 72 
weeks of contribution within two years and since the beginning of the 
last preceding benefit year to qualify for the maximum benefit of 36 
weeks. 
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103. The maximum duration of benefit was increased to 52 weeks in 
September 1959. To qualify for the maximum entitlement, a claimant 
would require 104 weeks of contribution in the two years preceding 
the claim and no benefit year established in that two-year period. It is 
to be noted that this requirement does not necessarily mean full em- 
ployment for that period, nor does it mean that no benefit was drawn 
in the two years. A given week might be both a contribution week and 
a claim week, and benefit might be paid under a benefit year established 
before the two-year period began. 


104. The payment of benefit in any benefit year is subject to a wait- 
ing period and, before October 1955, payment was subject to a rule 
relating to the first day of unemployment in any spell of continuous 
unemployment. Under the original Act the waiting period was nine 
days; no benefit was payable for the first nine days of unemployment 
in any benefit year. In addition to the waiting period, the first day of 
unemployment in any calendar week was regarded as a “non- 
compensable” day and did not rank for benefit unless the unemployment 
lasted the full week or unless the first day immediately followed a period 
of continuous unemployment lasting a week or more. These rules 
remained unchanged until 1950. At that time the waiting period was 
dropped to eight days and the non-compensable day was applied at the 
start of each spell of unemployment subject to the rules that (a) not 
more than one non-compensable day would be applied in any week, 
and (b) the non-compensable day would not be applied at the start 
of a spell of unemployment that was separated from a previous spell 
by employment lasting three days or less. In 1952, the waiting period 
was reduced to five days. 


105. In 1955, by reason of the change to a weekly basis for con- 
tribution and benefit, the waiting period could not be applied in terms 
of days. Instead, the rule was adopted that at the start of each benefit 
period a waiting period would be imposed during which benefit that 
would otherwise accrue would be withheld until the total amount so 
withheld equalled one full week of benefit. For continuous unemploy- 
ment lasting a week or more, this has the effect of applying a waiting 
period of one week. The old rule relating to the non-compensable day 
disappeared. 


106. Another important change of concept in 1955 related to “allow- 
able earnings”. Previous to 1955, benefit was payable (subject to the 
tules relating to qualification and entitlement) for each day of unem- 
ployment. If a person worked on a particular day he would not rank 
for benefit for that day; he was not unemployed. An exception was 
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made, however, with respect to subsidiary employment carried on out- 
side of the claimant’s regular working hours. Such employment was not 
considered to remove the claimant from the unemployed category so 
long as his earnings did not exceed a specified amount per day. This 
amount was fixed at $1.00 in 1941, raised to $1.50 in 1946 and to 
$2.00 in 1950. 


107. Under the revised plan adopted in 1955, benefit was payable 
for each week during which a claimant suffered unemployment (again 
subject to the rules relating to qualification and entitlement). If he 
was unemployed for the full week he received a full week’s benefit; if 
he worked at any time during the week, a deduction was made from 
the benefit otherwise payable equal to the excess of his earnings during 
the week over a fixed amount of “allowable earnings”. The allowable 
earnings set by the Act were graded in accordance with the earnings 
class and dependency status. Table 16 shows the amounts in 1955 and 
as changed subsequently. 


Table 16 
ALLOWABLE EARNINGS UNDER THE UNEMPLOYMENT INSURANCE ACT 


Claimants Without a Dependent Claimants With a Dependent 
Allowable Earnings Allowable Earnings 
Weekly Oct. 1955 Oct. 1959 Weekly Oct. 1955 Oct. 1959 
Benefit to to Benefit to to 
Oct. 1959 date Oct. 1959 date 
$ $ $ $ $ $ 
6.00 2.00 3.00 8.00 2.00 4.00 
9.00 3.00 5.00 12.00 3.00 6.00 
11.00 4.00 6.00 15.00 4.00 8.00 
13.00 5.00 7.00 18.00 5.00 9.00 
15.00 6.00 8.00 21.00 6.00 11.00 
17.00 7.00 9.00 24.00 7.00 12.00 
19.00 9.00 10.00 26.00 9.00 13.00 
21.00 11.00 11.00 28.00 11.00 14.00 
23.00 13.00 12.00 30.00 13.00 15.00 
25.00 13.00 33.00 17.00 
27.00 14.00 36.00 18.00 


108. The operation of the allowable earnings rule was such as to 
take the place, to some extent, of the former “non-compensable” day. 
A person becoming unemployed during a calendar week would have 
his benefit reduced to the extent that his earnings for the week exceeded 
the allowable earnings for his class. 
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109. In actual practice, under the 1955 rule, the benefit entitlement 
is established in terms of dollars, the amount being the product of a 
number of weeks determined as already described, and the prescribed 
rate of benefit determined in accordance with the claimant’s average 
earnings class. By reason of the operation of rules relating to the wait- 
ing period and to allowable earnings, the benefit paid in a week may be 
less than the prescribed rate; where this occurs the benefit entitlement 
may be paid out over a longer period than the number of weeks 
determined by the formula. 


110. As respects Supplementary Benefit, the formulas in effect from 
time to time are described below. In each case the maximum duration 
of benefit is limited to the time remaining in the period during which 
Supplementary Benefit could be paid, if less than the maximum obtained 
by the formula. 


February 28, 1950: Class 1—Number of days authorized in last pre- 
ceding regular benefit year. 


Class 2—One-fifth of the number of days of con- 
tribution subsequent to the preceding 
March 31. 


January 1, 1955: Class A (formerly Class 2)—-Two weeks of 
benefit for each three weeks of contribu- 
tion since preceding March 31. (This 
provided a minimum of 10 weeks.) 

Class B (formerly Class 1)—Benefit payable for 
full number of weeks in Supplementary 
Benefit period. (The 1955 amendment 
was such that the minimum duration of 
regular benefit in any benefit year was 
15 weeks; the length of the Supple- 
mentary Benefit period was 16 weeks; 
hence, although the same principle was 
being followed as for Class 1 above, it 
was unnecessary to prescribe the rule in 
those terms. ) 


September 30, 1956: Class A—Greater of (a) 10 weeks or (b) one 
week of benefit for each two weeks of 

contribution since preceding March 31. 

Class B—Number of weeks authorized in last 

preceding regular benefit period. (The 

1956 amendment made it possible to 
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have a regular benefit period established 
with only 12 weeks of entitlement; 
hence, to preserve the principle of pay- 
ing no more Class B benefit than that 
authorized in the preceding regular 
benefit period, the rule had to be 
rewritten. ) 

November 28, 1957: Class A—Greater of (a) 13 weeks or (b) five 
weeks of benefit for each six weeks of 
contribution since preceding March 31. 

Class B—As above for September 1956. 


111. The result of these various rules, combined with the extent of 
unemployment, is reflected in the actual duration of benefit payments. 
Table 17 shows the number of benefit periods terminated in each year 
and the average number of weeks of benefit paid in those benefit periods. 
In computing weeks of benefit, any partial weeks are converted to full 
weeks on a proportionate basis. 


112. Table 17 relates to benefit periods terminated in the calendar 
year shown. Some of the benefit payments in such benefit periods 
would take place in the previous calendar year since many benefit 
periods terminated in a particular year would have been established in 
the preceding calendar year. Thus the figures shown opposite a par- 
ticular calendar year in the table are affected by the conditions of both 
that and the preceding year. 


113. The average number of weeks of benefit paid in a benefit period 
shows some variation but perhaps not as much as one would expect. 
An increase from 10.0 to 10.9 between 1949 and 1950 reflects the 
recession extending through the winter of 1949-50. The waiting period 
was reduced by three days in 1952; this accounts for the increase 
between 1952 and 1953 and perhaps part of the increase from 1953 
to 1954. 


114. Although the maximum duration of benefit in a benefit period 
was decreased from 51 to 36 weeks by the amendments of October 
1955, there is little evidence of the change in Table 17. The full 
effect would show up first in the benefit periods terminated in 1957 
but it is obscured by other factors, particularly rising unemployment. 
The impact of the heavier unemployment in 1958 and subsequent years 
is clearly reflected in the figures for those years. The increase in the 
maximum duration of benefit in 1959 would tend to increase the average 
benefit drawn in benefit periods terminated in 1960 and 1961. 
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Table 17 


BENEFIT PERIODS TERMINATED EACH YEAR SHOWING AVERAGE 
NUMBER OF WEEKS OF BENEFIT PAID, PROPORTION DRAWING 
NO BENEFIT, AND PROPORTION WHO EXHAUST BENEFIT 
ENTITLEMENT 


Regular Benefit Periods Supplementary Benefit 


Periods 
Number Average Proportion | Proportion Number Average 
Termi- Weeks Drawing Exhausting Termi- Weeks 
nated Paid No Benefit Benefit nated Paid 
000 % % 000 
or) * ‘9 
16.3 * 
25.8 - of 
58.8 . * 
2392 *. . 
292.0 * ‘ 
288.7 10.2 16.3 19.8 
410.8 10.0 12 21.6 
578.1 10.9 1252 26.8 113.7 Po 
590.7 9.2 16.1 20.7 88.5 3.8 
660.4 9.2 13.9 28.1 96.0 3.9 
770.7 9.6 11.8 31.4 149.3 4.8 
O17, 7 11.4 hel, 37.6 210.7 oP 
977.9 11.5 8.3 cp alge 250.0 6.5 
801.3 11.0 11.0 17.2 25587 7.9 
890.2 12.0 1441 25.8 208.8 722 
1,121.7 14.3 6.9 32.4 470.5 tho2 
1,046.0 13.5 6.5 29.3 444.3 10.5 
1,190.3 13.9 6.7 33.8 443.8 10.4 
1,066.4 14.3 6.8 31.3 465.8 10.5 


*Not available. 


115. The proportion of benefit periods that did not result in any 
benefit payment falls sharply as unemployment conditions become more 
severe. The cases concerned are those where a benefit period is estab- 
lished but the claimant goes back to work before the waiting period 
has been served. 


116. The proportion of benefit periods terminated by exhaustion of 
benefit does not show any clear trend. The high figures in relatively 
good years suggest that a high proportion of the cases concerned were 
on their way out of the labour market. The proportion is influenced by 
the severity of the employment conditions, the rules of the plan, and 
the contribution record of those who suffer unemployment. The last 
factor is significant because claimants with a poor record would have a 
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low entitlement and so would be more likely to exhaust the entitlement 
than those who have a better record. 


117. As respects Supplementary Benefit, the period during which this 
benefit could be paid was lengthened in 1953 and this shows up in the 
increase from 3.9 to 4.8 weeks in the average duration of benefits in 
1953. The similar extension of Supplementary Benefit in 1958 accounts 
for the rise in that year. A decrease would be expected in 1959, since 
the period during which Supplementary Benefit could be paid was 
reduced by about six weeks from 1958, still, however, leaving it about 
50 per cent longer than it had been in 1956-57. 


118. Further information in this connection is given in Table 18 
showing the total number of weeks of benefit paid each fiscal year and 
the average number per year per person in the insured population. 


Table 18 


ANNUAL NUMBER OF WEEKS OF REGULAR AND SUPPLEMENTARY 
BENEFIT PAID, AND ANNUAL AVERAGE NUMBER OF WEEKS OF 
BENEFIT PER PERSON IN THE INSURED POPULATION 


Average No. of Weeks per Person in 


Fiscal ear No. of Weeks of 


Benefit Paid Covered Contact 
Population Population 
7000 

1942-43 65 0.03 0.02 
43-44 152 0.07 0.06 
44-45 428 0.19 0.15 
45-46 2,402 143 0.80 
46-47 3,874 |W Heya) 
47-48 3,019 1.30 0.93 
48-49 3,980 1.60 tees 
49-50 6,148 2337 1.94 

1950-51 6,303 2.24 1 WW i | 
$1-52 BY be 1.91 | AF 5 
§2-53 T1531 2.47 mn 2006 
53-54 10,265 3.19 2.62 
54-55 13,791 4.16 3.52 
55-56 11,735 3.37 2683 
56-57 11,601 3.04 2.60 
57-58 18,169 4.50 4.01 
58-59 22,013 5.47 4.99 
59-60 19.377 4.70 Ms 

1960-61 22,230 5.40 ka 
61-62 18,935 4.69 se 


*Not available. 
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119. This table shows the effect of the introduction of Supplementary 
Benefit in 1950 and possibly the change in the waiting period in 1952. 
The effect of heavier unemployment in recent years is also clearly 
shown, combined with the effect of lengthening the period for Supple- 
mentary Benefit. 


D. Rate of Benefit 


120. The remaining factor to consider is the rate of benefit. This 
has been changed from time to time by amendment to the plan. Further, 
the average rate of benefit payable under the plan is affected by the 
proportion of claimants in each earnings class and the proportion of 
claimants qualifying for the higher “with dependent” benefit. 


121. Concerning the provisions of the plan, the general principle 
followed throughout has been to maintain approximately a fixed ratio 
between the benefit rate for a claimant and his average contribution rate, 
but using one ratio for persons with dependents and a different ratio for 
persons without dependents. 


122. Under the original plan the daily rate of benefit for a particular 
benefit year was determined on the basis of the earnings class of the 
claimant as revealed by the average daily rate of contribution over the — 
two years preceding the establishment of the benefit year. The weekly 
rate was taken as six times the daily rate. For claimants having a 
dependent, the weekly rate of benefit was fixed at 40 times the average 
weekly contribution; for claimants without a dependent, the rate was 
34 times the average weekly contribution. 


123. In 1948, the daily benefit rates were revised for claimants with 
a dependent by raising the daily rate to 45 times the average daily 
contribution and deducting 10¢ from the product. The deduction of 
10¢ daily was for the purpose of preventing the new rate of benefit 
from exceeding average earnings in the lower earnings classes. 


124. When Supplementary Beriefit was introduced in 1950, the 
classes were revised and the rates of contribution for employees and 
employers were increased by 1¢ a day each, but this was ignored in 
computing average contribution rates for benefit purposes. The multi- 
pliers remained unchanged. 


125. In 1952, the benefit rates were increased and became 50 times 
the average contribution rate (ignoring the contribution for Supplemen- 
tary Benefit) for claimants with a dependent, and approximately 36 
times the average contribution rate (ignoring the contribution for 
Supplementary Benefit) for claimants without a dependent. These 
ratios were scaled down slightly in the lower classes to keep the benefit 
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rate below the normal earnings. This change was made without increase 
in contributions but it was well in mind that up to that time Class 1 
and Class 2 Supplementary Benefit had cost little more than 25 per cent 
of the revenue derived from the special contributions. 


126. In 1955, the whole pattern of earnings classes, contribution 
rates, and benefit rates was revised. The weekly benefit rates adopted 
in 1955 were 50 times the average weekly employee contribution for 
claimants with a dependent, and approximately 36 times for claim- 
ants without a dependent. 


127. The multipliers quoted in the preceding paragraph, although 
approximately the same as those relating to the 1952 amendment, are 
in terms of the total employee contribution rather than only the 
employee contribution for regular benefit. These ratios should be com- 
pared with the ratios of the 1952 benefit rates to the total contribu- 
tion, including the contribution for Supplementary Benefit; namely, 
about 40 times for claimants with a dependent and slightly over 30 
times for claimants without a dependent. However, the 1955 amend- 
ments reduced the contribution rates in the lower earnings classes and 
as a consequence the rate of benefit remained approximately the same 
as before in absolute amount, except as respects the new classes added 
at that time. | 


128. In September 1959, the contribution rates were raised approxi- 
mately 30 per cent without change in the benefit rates except as respects 
the addition of two new classes. The ratio of benefit to average con- 
tribution was thus substantially changed; the new ratios are .approxi- 
mately 38 times for claimants with a dependent, and 28 times for 
claimants without a dependent. 

129. Until 1948, the rate of benefit was determined on the basis of 
the average rate of contribution during the two years preceding the 
start of the benefit year. In 1948, this was changed to the average 
over the preceding 180 days. This had the effect of raising the average 
benefit since wages and salaries were rising rapidly during these years 
and the insured population was moving up through the earnings classes. 
The average of the most recent 180 days would thus be higher than 
the average of the most recent two years. After October 1955, the 
rate of benefit is based on the average weekly contribution rate over 
the 30 most recent weeks taken into account in establishing the benefit 
period. 

130. Table 19 shows the rates of benefit that have been in effect 
from time to time over the history of the plan together with the ratio 
of the benefit to the extremes of the relative earnings classes. 


02 


ANALYSIS OF FINANCIAL OPERATION 


Table 19 
WEEKLY RATES OF BENEFIT AND RATIO OF BENEFIT TO EARNINGS 


Ratio of Weekly Benefit to Earnings 
Weekly Benefit i enn ie cnet 
Earnings Class Without Dependent With Dependent 


Without With Bottom of| Topof | Bottomof| Top of 


Dependent | Dependent Class Class Class Class 
$ $ $ % % % % 
July 1, 1941 — October 3, 1948 
O— 5.40 —e dass eS ae ey bah 
40— 7.50 4.08 4.80 716 54 89 64 
7.50— 9.60 5.10 6.00 68 53 80 62 
9.60-12.00 6.12 7.20 64 51 fe 60 
12.00-15.00 7.14 8.40 60 48 70 56 
15.00—20.00 8.16 9.60 54 41 64 48 
20.00—26.00 10.20 12.00 51 39 60 46 
26.00 and up 12.24 14.40 47 — 55 — 
October 4, 1948— July 2, 1950 
O—- 5.40 aod = es oe = aed 
5.40— 7.50 4.20 4.80 78 56 89 64 
7.50- 9.60 5.10 6.30 68 53 84 66 
9.60—-12.00 6.00 7.50 62 50 78 62 
12.00-15.00 7.20 9.00 60 48 75 60 
15.00-20.00 8.10 10.20 54 40 68 S51 
20.00—26.00 10.20 12.90 51 39 64 50 
26 .00-34.00 12.30 15.60 47 36 60 46 
34.00 and up 14.40 18.30 42 — 54 — 
July 3, 1950— July 3, 1952 
0- 9.00 4.20 4.80 — 47 — 53 
9.00-15.00 6.00 7750 67 40 83 50 
15.00-21.00 8.10 10.20 54 39 68 49 
21 .00—27.00 10.20 12.90 49 38 61 48 
27.00—34.00 12.30 15.60 46 36 58 46 
34.00—-48 .00 14.40 18.30 42 30 54 38 
48 .00 and up 16.20 21.00 - 34 — 44 — 
July 4, 1952— October 1, 1955 
0O- 9.00 4.20 4.80 — 47 — 53 
9.00—-15.00 6.00 7.50 67 40 83 50 
15.00—21 .00 8.70 12.00 58 41 80 57 
21.00-27.00 10.80 15.00 51 40 71 56 
27 .00—34.00 12.90 18.00 48 38 67 53 
34.00—48 .00 15.00 21.00 44 31 62 44 
48 .00 and up 17.10 24.00 36 — 50 — 
; October 2, 1955 to date 
O- 9.00 6.00 8.00 — 67 — 89 
9.00-15.00 6.00 8.00 67 40 89 53 
15.00—21.00 9.00 12.00 60 43 80 ei 
21.00—27.00 11.00 15.00 52 41 71 56 
27.00—-33.00 13.00 18.00 48 39 67 55 
33 .00-39 .00 15.00 21.00 45 38 64 54 
39 .00—45 .00 17.00 24.00 44 38 62 53 
45.00—51.00 19.00 26.00 42 37 58 51 
51.00—-57.00 21.00 28.00 41 37 55 49 
*57.00—63.00 23.00 30.00 40 36 53 48 
63 .00—-69 .00 25.00 33.00 40 36 52 48 
69.00 and up 27.00 36.00 39 — Ey — 


*Until September 27, 1959, top class was $57.00 and up. 
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131. The standard of benefit aimed at by the existing plan, as revealed 
by Table 19, seems to be about 50 per cent of earnings in the higher 
classes for claimants with a dependent and a little over 40 per cent 
for claimants without a dependent. The ratio of benefit to earnings 
in the low earnings classes is somewhat higher. This general standard 
seems to have been in effect over the history of the plan except pos- 
sibly during the period from July 3, 1950 to July 3, 1952, when 
the ratios were lower than at other times. Before 1950, the benefit 
standard was a little higher than at present but still not far from 50 
per cent for claimants with a dependent. 


Table 20 


BENEFIT PAYMENTS, WEEKS COMPENSATED AND AVERAGE 
BENEFIT PER WEEK 


Regular Benefit Supplementary Benefit 
Fiscal Year Average Weeks Average Weeks 
Amount Benefit Compen- Amount Benefit | Compen- 
Paid per Week sated Paid per Week sated 
$’000 $ 7000 $’000 $ 000 
1941-42 28 10.92 3 
42-43 716 11.02 65 
43-44 {722 11.33 152 
44-45 4,966 11.60 428 
45-46 31,993 13:52 2,402 
46-47 43,114 ly ie 3,874 
47-48 34,947 11.58 3,019 
48-49 49 ,827 12252 3,980 
49-50 85,006 14.01 6,069 738 9.34 79 
1950-51 83 ,082 14.50 5,730 5,191 9.06 573 
$1-52 85,560 15.42 5,549 4,595 14.10 326 
52-53 128,814 17.74 7,260 7,008 14.27 491 
53-54 174,620 18.72 9,328 b2, 252 13.05 937 
54-55 232,158 18.89 12,323 24,871 16.94 1,468 
55-56 180,038 18.36% 9,818 35,167 - 1,917 
56-57 201,196 19 .96* 10,091 30,100 babe 1,510 
57-58 327,908 pa BGA Ko 15,472 57,169 -- 2,697 
58-59 362,156 PRIA So 17,035 116,475 pis 5,478 
59-60 320,970 21s4on 14,978 94,264 nes 4,399 
1960-61 406 , 728 Diss aahl asi 17,594 107,178. bec 4,636 
61-62 352,328 24.02* 14,670 102,411 = 4,265 


*Average for Regular and Supplementary Benefit combined. 
**Not available. 
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132. The rate for Supplementary Benefit, Class 1, was set at 80 
per cent of the rate of regular benefit paid in the preceding regular 
benefit year; for Class 2 the rate was taken as 80 per cent of the 
rate determined in the usual way on the basis of the average of the 
90 most recent daily contributions since the preceding March 31. The 
rate of Supplementary Benefit was not raised in 1952 when regular 
benefit rates were raised, and as a consequence it fell to less than 80 
per cent of regular rates. In January 1955, the rate of Supplementary 
Benefit was raised to equal the rate of regular benefit, and it so 
continues. 


133. Table 20 shows the total benefit paid each year (regular and 
Supplementary), the number of weeks compensated, and the average 
weekly benefit. 


134. The effect of the addition of new benefit classes does not show 
up immediately. By reason of the fact that benefit rates are based on 
average weekly contribution, an insured person must contribute for 
some time in a new class before becoming entitled to the higher rate 
of benefit. The effect of the 1948 amendments would show up in 1949 
and 1950. The changes in 1950 would begin to take effect in 1951. 
The increase in benefit rates in 1952 would, however, have an imme- 
diate effect as shown by the rise in the average for 1952-53. The 
effect of the 1955 amendments does not show up clearly. For 1955-56 
and subsequent years, the average rate of benefit is computed for regular 
and Supplementary Benefit combined. 


Ili. Comparison of Revenue and Benefit Payments 


135. Table 21 brings together, for comparison, figures shown in 
earlier tables relating to revenue and benefit payments. 


136. As shown in this table, until 1957-58, revenue exceeded benefit 
in each year of the history of the plan except for the one year 1954-55. 
However, in 1957-58, and in each subsequent year, the benefit payments 
have exceeded revenue. The greatest deficiency occurred in 1958-59, 
when the benefit payments were more than twice the revenue, including 
interest revenue. Over the history of the plan to March 31, 1962, 
revenues have very slightly exceeded benefits, the balance at that date 
being $67 million compared with total revenue of $3,772 million and 
benefit payments of $3,706 million. 


137. To eliminate the effect of changing population it is useful to 
compare revenue and benefit per person as shown in Table 22. 
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Table 21 


SUMMARY OF REVENUE AND BENEFIT 


Revenue Benefit 

sae: Contri- Investment Supple- ane 

bution | and Other Total Regular | mentary Total 

Revenue | Revenue | Revenue | Benefit Benefit Benefit 

$’000 $000 $’000 $000 $’000 $’000 $’000 

1941-42 43,723 269 43,992 28 28 43,964 
42-43 68,922 1,841 70,763 716 716 70 ,047 
43-44 74,065 3,973 78 ,039 eIZ2 L722 76,317 
44-45 76,475 6,198 82,673 4,966 4,966 77,707 
45-46 75,080 6,119 81,199 31,993 31,993 49 , 206 
46-47 91,218 7,534 98,752 | 43,114 43,114 55,638 
47-48 100, 237 9,566 109, 803 34,947 34,947 74,856 
48-49 119,506 (2 122 131,627 | 49,827 49 ,827 81,800 
49-50 124,447 14,409 138, 856 85,006 738 85,744 53,112 
1950-51 154,541 15,666 170,206 83,082 5,191 88,273 81,933 
51-52 184,694 19,080 | 203,773 85,560 4,595 90,154 113,619 
52-53 186,221 22,987 | 209,208 | 128,814 7,008 | 135,822 73, 386 


53-54 190,409 26,131 216,540 | 174,620 12,232 | 186,852 29,689 
54-55 190,632 26,415 | 217,047 | 232,758 24,871 | 257,629 | —40,582 
55-56 | 203,676 25,036 | 228,712 | 180,038 35,167 | 215,206 13,506 
56-57 | 225,589 26,083 | 251,672 | 201,196 30,100 | 231,296 20,376 
57-58 | 230,880 23,822 | 254,702 | 327,908 57,169 | 385,076 |— 130,375 
58-59 | 222,584 11,658 | 234,242 | 362,156 116,475 | 478,631 |—244,389 
59-60 | 274,339 6,976 | 281,315 | 320,970 94,264 | 415,234 |—133,919 
1960-61 330, 328 Zsatl 332,698 | 406,728 107,178 | 513,906 |—181,207 
61-62 | 333,347 3,306 | 336,653 | 352,328 102,411 | 454,739 |—118,086 


138. In the original calculation, provision was made for 3.10 weeks 
of benefit per person per year. In the calculations relating to the 1955 
amendment, provision was made for 2.2 weeks of benefit per person 
per year. It can be seen from Table 22 that, on the basis of the 
actual experience relating to contribution revenue and average rate of 
benefit, the contributions would have supported only about 2.3 weeks 
of benefit per person per year in the early years of the plan. The average 
number of weeks of contribution per person per year was lower than : 
expected and the average rate of benefit was somewhat higher. Unem- 
ployment experience was favourable, however, and as a consequence 
the plan was called on to support only about one week of benefit per 
person per year after it began to show some maturity in 1945-46 and 
subsequent years. 
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Table 22 


COMPARISON OF REVENUE AND BENEFIT PER PERSON IN THE 
CONTACT INSURED POPULATION 


Normal* Benelit Payment Number Weta 
Fiscal Contri- ee of Weeks | per Person 
Year bution Supple- eekly of Benefit | Supported 
Benefit : 
Revenue | Regular | mentary Total Paid by Con- 
Benefit Benefit Benefit tribution 
$ $ $ $ $ 
1942-43 25.99 0.27 0.27 11.02 0.02 2.35 
43-44 26:77 0.62 0.62 bb, 33 0.06 2.36 
44-45 26.95 1.79 1.79 11.60 0.15 2032 
45-46 24.23 10.59 10.59 13232 0.80 1.82 
46-47 26.70 14.14 14.14 11.13 1627 2.40 
47-48 24.37 10.72 10.72 11.58 0.93 2.10 
48-49 31.20 15.38 15.38 12352 1.23 2.49 
49-50 37.43 26.83 0.23 27.06 13.95 1.94 2.68 
1950-51 42.30 23.31 1.46 24.77 14.00 1.77 3.02 
51-52 48.77 22.88 wea 24.11 15.35 1.57 3.18 
52-53 48.90 34.25 1.86 36.11 Wee? 2.06 2.79 
53-54 48 .26 44.53 Sei? 47.65 18.20 2562 2.65 
54-55 48 .03 59.39 6.35 65.74 18.68 3252 Di5e 
55-56 48 .68 43.35 8.47 51.82 18.36 2.83 2265 
56-57 50.46 45.15 6.76 51.91 19.96 2.60 28 
57-58 50.88 72.44 12.63 85.07 21.21 4.01 2.40 
58-59 49 .34 80.30 25.83 106.13 21.28 4.99 Zu se 
59-60 ee * * * 21.43 uke He 
1960-61 * ee ok * 23. 12 ee ee 
61-62 mm a a ae 24.02 ae aK ae 


*For definition of Normal Contribution Revenue see footnote to Table 11. 
**Not available. 


139. The new contribution classes adopted in 1950 put the plan in 
a stronger position having in mind the average rate of benefit then 
being paid but the amendments of 1952, increasing the benefit rates, 
reduced the amount of unemployment that could be supported by the 
contributions. The actual experience remained well within the support- 
able figure although the influence of Supplementary Benefit is apparent. 


140. The rising average rate of benefit in 1956-57 and 1957-58 
caused the number of weeks supportable to drop off further until the 
change in contribution rates in 1959. Approximate figures indicate that 
this restored the number to about the same as 1952-53. 
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141. In 1955, it was estimated that, on the basis of previous experi- 
ence, the plan would be called on to bear about 2.2 weeks of benefit 
per person per year for a cost of $47.71. This proved to be far too 
optimistic as matters turned out. Also, revenue was expected to run at 
$46.32 per person per year, apart from investment income. Actual 
experience showed higher contributions than expected and lower 
average weekly benefit, thus enabling the plan to carry more weeks of 
benefit than expected but not nearly so many as actually emerged. 


142. To show the strength of the reserve fund from time to time, 
Table 23 shows the balance in the Unemployment Insurance Fund at 
the end of each fiscal year since the plan began and, also, the amount 
of the Fund per person in the covered population. 


Table 23 


BALANCE IN UNEMPLOYMENT INSURANCE FUND AND AMOUNT 
OF FUND PER INSURED PERSON 


Balance per Person 
End of Ralanee mmeeand Balance in Fund in terms of 
Fiscal Year per Insured Person Weeks of Benefit 


at Average Rate 


$’006 $ Wks. 


1941-42 43,964 19 Shes 
42-43 114,011 57 5.20 
43-44 190,328 86 7.60 
44-45 268,034 122 10.53 
45-46 317,241 149 11.19 
46-47 372,879 164 14.73 
47-48 447,735 195 16.82 
48-49 529, 535 203 16.18 
49-50 582,647 222 15.95 

1950-51 664,580 221 15.78 
51-52 778,199 250 16.35 
52-53 851,585 270 15.43 
53-54 881,274 273 14.99 
54-55 840, 692 242 12.97 
55-56 854,199 232 12.66 
56-57 874,575 Dot 11.06 
57-58 744,200 177 8.34 
58-59 499,811 118 5.54 
59-60 365,892 85 3.96 

1960-61 184,685 44 1.90 
61-62 66,598 16 0.67 
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143. Generally, the financial history of the plan is summed up in 
Tables 22 and 23. Experience was good until 1954-55 followed by 
rising unemployment and virtual exhaustion of reserves. 


144. The amount of the reserve fund has been reduced from a 
maximum of $273 per insured person at the end of the fiscal year 
1953-54 to only $16 per insured person at the end of 1961-62. 
Whereas at one time the Fund could have provided more than 16 
weeks of benefit for each insured person, by the end of 1961-62 it 
could provide less than one week. Table 21 shows that the absolute 
amount of the Fund began to decrease seriously only in 1957-58 
but from Table 23 it can be seen that the weakening of the reserve 
began considerably earlier. There has been a steady fall since 1951-52 
in number of weeks of benefit per person represented by the balance 
in the Fund and a steady fall since 1953-54 in the amount of the Fund 
per person. 


145. It seems to have been generally thought that in the early 1950’s 
the Fund was unnecessarily large and concern was expressed at its 
continued growth. The amendments made in 1952 and in 1955 
evidently stopped the growth in strength but not the growth in amount. 
However, the principal declines took place in 1954-55 and in 1957-58 
and subsequent years. 


146. The impact of the high unemployment has been much increased 
by amendments made from time to time. Of these, the most important 
was the introduction of Supplementary Benefit in 1950, continued as 
Seasonal Benefit after 1955. The additional contributions levied to cover 
the cost of this benefit proved to be more than sufficient to meet the 
costs before 1955. As a result, regular benefits were increased on the 
strength of these additional contributions and the government guarantee 
to pay the excess of the costs of Supplementary Benefit over the revenue 
derived from the special contribution was abandoned. 


147. When the general revision of the plan was made in 1955, the 
estimated costs of Seasonal Benefit were included in the general con- 
tribution structure, but without any government guarantee as a pro- 
tection against excess costs. In Tables 20, 21 and 22, the effect of 
Supplementary or Seasonal Benefit can be observed in increasing the 
benefit payments. 


148. The very large amounts of benefit paid out in years of virtually 
full employment are worthy of note. A year such as 1952-53 which gave 
rise to an average rate of unemployment of less than 3 per cent never- 
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theless showed total benefit payments of $136 million, or more than 
two weeks of benefit for every person who had any contact with the 
plan in that year (Table 22). The large benefit payments in years of 
high employment are, to a large extent, the consequence of seasonal 
unemployment. Even from the outset, the plan covered large numbers of 
seasonal workers (for example, the construction industry) and amend- 
ments made from time to time to bring in additional highly seasonal 
employments aggravated the effect. The abandonment of seasonal 
regulations further increased the impact of seasonal unemployment. 


149. Apart from seasonal unemployment, the high benefit payments 
in years of low unemployment must be evidence of an extensive move- 
ment into and out of the insured population. No doubt most of this 
movement is the result of frictional unemployment and is the legitimate 
concern of unemployment insurance; however, some may be due to 
the easing of qualifying conditions that has taken place from time to 
time and to the fact that the maximum duration of benefit payments 
has been quite long for most of the history of the plan. Persons on 
the fringe of the labour force have thereby been permitted to draw 
more benefit than would otherwise have been possible. In addition, there 
is unquestionably some abuse of the plan on the part of persons who 
are drawing benefit but do not in fact desire employment. 


150. It does not appear that serious financial problems have resulted 
from undue increases in benefit rates. The relationship between con- 
tribution rates and benefit rates has been maintained in such a way 
that changes in benefit rates from time to time and the addition of new 
earnings classes have not resulted in more than temporary financial 
strain, and have sometimes resulted in a strengthening of the financial 
structure. 


151. The existence of an earnings ceiling has, over the years, tended 
to permit the withdrawal from coverage of employees who, on the 
average, have relatively stable employment; this tends to weaken the 
financial structure. It is true that the ceiling for coverage has been 
raised from time to time in an attempt to extend coverage to about 
the same segment of the employee group as was covered in the early 
years. However, such changes could not recapture the lost revenue in 
the years intervening since the previous adjustment to the ceiling; and 
because the period since 1941 has been a period of rising wages, the 
process started again immediately after each increase in the earnings 
ceiling. 


100 


ANALYSIS OF FINANCIAL OPERATION 


152. It appears that, apart from the general matter of the level of 
unemployment, the main aspects of the unemployment insurance plan 
that require attention to strengthen the financial structure are matters 
of coverage, qualifying conditions for benefit, duration of benefit pay- 
ments, and payment of benefit to the seasonally unemployed. Abuse of 
the plan by individuals drawing benefit, although not seeking or intend- 
ing to accept employment, requires constant attention and has un- 
doubtedly cost a considerable amount over the years but such costs 
are not identifiable in the statistical tables. It has been very serious not 
only because of the cost but because such abuse puts the plan in dis- 
repute and tends to grow if not checked. More detailed reference to 
the problem of abuses is found on pages 38 to 47 in Chapter Two. 
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CHAPTER FOUR 


CONCLUSIONS AND RECOMMENDATIONS 


I. A PLAN OF UNEMPLOYMENT INSURANCE 


1. As stated in Chapter One, we believe that a plan of unemploy- 
ment insurance should be designed to take the first impact of unem- 
ployment and should be based on insurance principles appropriate to_ 
a social insurance scheme of this type. 


2. The fundamental insurance principle to be kept in mind, what- 
ever the type of insurance, is that insurance is indemnity for loss. Differ- 
ent types of insurance indemnify for different types of loss and the 
concern of unemployment insurance is to indemnify the insured persons 
for loss of wages resulting from unemployment. 


3. In this connection it is to be noted that a man cannot be said 
to lose what he never had. It could not be held that if a man normally 
works from Monday to Friday he has suffered a loss of wages because 
he is not working (i.e., is “unemployed”) on Saturday and Sunday. 
Similarly, if he normally works from April 1 to December 1 and is 
normally idle the rest of the year, he cannot be said to have “lost” 
any wages from December 1 to April 1. It is true that he may need 
some outside assistance to enable him to tide over the idle period but 
this is not the concern of insurance and it would be a distortion of an 
insurance plan to provide such assistance under the guise of insurance. 


4. A plan of unemployment insurance should therefore confine itself 
to payment of indemnity for wages lost by reason of the failure to 
obtain employment where the person concerned could, in the light of 
his previous employment record, reasonably expect to have obtained it. 
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5. It is another general insurance principle that the event insured 
against must be outside of the control of the insured person or, if it is 
within his control, it must be undesired so that there is no inducement 
for him to bring about the event of his own volition. Unemployment 
insurance suffers particular difficulties in this regard because the event 
insured. against—unemployment—is not always undesired by the in- 
sured person. He may bring it about personally (voluntary quitting) or, 
once unemployed, he may prefer that state to employment. Thus it is 
important to see to it that the amount of indemnity is not so large in 
relation to wages as to encourage insured persons to prefer unemploy- 
ment to employment. On the other hand, from the viewpoint of the 
social effectiveness of the plan, it is desirable to have the indemnity as 
nearly as possible equal to the lost wages. 


6. The extent of indemnity provided by unemployment insurance 
should not be more than can be provided while still avoiding undue 
inducement to stay on benefit, or at least serious removal of incentive 
to seek and accept employment. The plan should therefore have a 
benefit structure designed to provide insurance benefits somewhat less 
than the normal wage. However, the benefit may be a higher percentage 
of the normal wage at low income levels than at high, and a higher 
percentage of the normal wage for claimants with a dependent than 
without. Once unemployed, the economic pressure to seek re-employ- 
ment is, in general, greater for people of low income than high and is 
greater on those having responsibility for the support of a dependent 
than on single persons. Thus for an insurance benefit representing a 
given proportion of normal wage, the decrease in incentive to seek 
employment will generally be less for persons responsible for the support 
of a dependent than for single persons and less for persons normally 
earning low wages than for persons earning higher wages. 


7. The concept of insurance involves the concept of a pooling of the 
risk or, to use another phrase, a sharing of the losses amongst the insured 
group. This is usually accomplished by the payment of premiums by 
or on behalf of the insured persons into a fund to be used to meet the 
indemnity payments. The successful operation of an insurance plan thus 
requires that the risk be predictable within some manageable range in 
order that the premiums may be determined at such a level as to meet 
the losses and thus accomplish the desired sharing. So far as unemploy- 
ment insurance is concerned, it appears possible to predetermine an 
appropriate premium to cover losses arising from more or less normal 
short-term unemployment. However, losses arising by reason of general 
unemployment in times of economic depression cannot be predicted in 
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any reliable fashion or in any such fashion as would make it feasible to 
prescribe and collect premiums in advance designed to meet the entire 
wage loss, or even any reasonable proportion of it. Similar comments 
apply with respect to long-term unemployment arising in any individual 
case. Here again the circumstances leading to unemployment that lasts 
beyond some relatively short period are likely to represent some unusual 
problem, either personal or economic, of such a nature that it passes 
beyond the range of an insurance plan. Thus it appears that the applica- 
tion of insurance principles to unemployment insurance requires that 
the plan undertake to indemnify only in respect of reasonably short-term 
unemployment within some more or less predictable range. 


8. The present unemployment insurance plan, although satisfactory 
enough in its basic structure, has by reason of amendments over the 
years departed unduly from insurance principles appropriate to such a 
plan. Undoubtedly each such amendment appeared justifiable at the 
time in terms of the social problem that the amendment was designed to 
meet, but as such amendments have accumulated, the insurance concept 
has been pushed more and more into the background. The existing situa- 
tion is one where, in attempting to assess the validity of any proposed 
amendment, it is impossible to determine any consistent set of principles’ 
by which the amendment can be judged. The plan is neither a valid 
insurance plan in its present form nor is it a socially desirable type of 
income supplement, since in many cases the income supplement goes 
where it is not needed and fails to go where such supplement should go. 


9. Under the existing plan, benefit may be paid to seasonal workers 
during their off season, even though they have never worked in the off 
season and have no expectation of doing so. This is an income supple- 
ment rather than an insurance benefit. Some claimants may receive 
benefits that represent amounts far in excess of any insurable interest 
that the claimant may have. This occurs when the qualification rules 
permit persons with but intermittent or inconsiderable attachment to 
insured employment to qualify for relatively long periods of benefit. The 
plan has been extended from time to time to cover degrees of unem- 
ployment that are beyond the proper scope of an insurance plan, as for 
example, the extension of the period for payment of Seasonal Benefit 
and the establishment of formulas that may lead to a benefit payment 
running as long as 76 weeks in individual cases. Coverage has been 
extended to persons who are not employees in an employer-employee 
relationship and there is, in such cases, no sound measure of the 
existence of involuntary unemployment. 
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10. In the light of the comprehensive program that we are recom- 
mending, we believe that the existing insurance plan should be modified 
to bring it back to a plan based upon insurance principles appropriate 
to such a scheme. The amendments that we consider necessary to accom- 
plish this will now be discussed. 


A. Coverage 


11. We believe that to accomplish an appropriate sharing of the 
losses arising from unemployment, all those who occupy the position 
of employees in an employer-employee relationship should be covered 
by the unemployment insurance plan, insofar as coverage is practicable 
within the necessary administrative requirements. As compared with 
the existing plan, then, we believe that coverage should be extended to 
all of the excepted groups who are in the position of employees, subject 
to exclusion only on administrative grounds. The principal groups that 
are now excepted are: employees of municipal and federal governments 
designated by such governments as “permanent”; employees of pro- 
vincial governments other than those groups of employees made subject 
to the plan at the option of the provincial government with the approval 
of the Unemployment Insurance Commission; employees of non-profit 
hospitals and charitable institutions; teachers; members of some police 
forces; members of the Armed Forces; employees who are working in 
agriculture; and domestic servants. There is one further broad excepted 
class not on an industry or occupation basis; namely, those persons 
earning more than $5,460 a year and paid on other than a daily, hourly, 
or piece-work basis. ; 


12. The traditional reason for the exception of groups such as gov- 
ernment employees, policemen and teachers has been that unemploy- 
ment is essentially a feature of industry and consequently coverage 
should be confined to those who are engaged in industrial employment 
in all its many varieties. The view was that employments such as gov- 
ernment service, teaching and police work were apart from industry and 
were not subject to risk of unemployment. However, activities of gov- 
ernments at various levels have now extended so widely as to be virtu- 
ally indistinguishable in many cases from employments that fall within 
industry. Also, there is active movement of employees between such 
excepted employments and employment in industry. We believe, there- 
fore, that the traditional reason for excepting such groups, whatever 
validity it may have had in the past, is not valid now. 


13. In our opinion, the fact that these or any other groups carry 
virtually no risk of unemployment is not a valid reason for excepting 


106 


CONCLUSIONS AND RECOMMENDATIONS 


them from coverage. Already covered by the scheme are many groups 
of employees who have secure employment, indeed employment no 
less secure than that offered by the excepted classes and perhaps in 
some cases more secure. 


14. With reference to government employees, we are informed that 
there is no constitutional or legislative difficulty involved in extending 
compulsory coverage to employees of municipal governments and em- 
ployees of the federal government. However, we are informed that it is 
not within the competence of the federal Parliament to apply com- 
pulsory coverage to employees of provincial governments. In this con- 
‘nection, we recommend that coverage be extended on a compulsory 
basis to all levels of government employment insofar as this can be done. 
Where it cannot be done for constitutional reasons, as in the case of 
employees of provincial governments, we believe that the co-operation 
of each province should be sought with the objective of obtaining 
universal coverage. In any event, we recommend strongly that the 
existing practice whereby a provincial government may insure certain 
classes of its employees and exempt other classes, be discontinued. An 
option of this type will and does result in a tendency to insure only those 
who are subject to a high risk of unemployment and to exclude those ~ 
who are in relatively permanent positions. 


15. We recommend also that coverage be extended to persons, other 
than members of religious orders, engaged in teaching. It may be 
objected that the employer-employee relationship does not exist in 
teaching to the same extent as in other occupations. We believe that the 
relationship may be somewhat different but nevertheless we hold to the 
view that there is no valid reason for excluding those engaged in teach- 
ing from the general insurance plan. We believe that the employer- 
employee relationship is sufficiently close to that generally existing in 
industry to require coverage of this group in consistency with our 
philosophy of universal coverage. As noted above, the probability of 
unemployment is not, in our view, a valid basis for determination of 
coverage. 


16. We recommend that the existing earnings ceiling on coverage be 
removed and coverage be extended to all persons who are in the position 
of employees in an employer-employee relationship, without regard to 
their income. We believe, however, that the insurance plan should 
extend only to a certain proportion of the income of those in the higher 
income brackets and consequently we contemplate a maximum limit 
on the contribution and the benefit. 


107 


COMMITTEE OF INQUIRY: UNEMPLOYMENT INSURANCE 


17. The main reason advanced for the exception from coverage of 
those earning more than a specified annual amount has been that the 
unemployment insurance plan should extend essentially to those below 
the rank of foreman, on the grounds that persons of a higher rank may 
have a substantial degree of control over their own employment. This 
suggests that the persons concerned could adjust their employment 
patterns to work against the insurance fund. Also, the view has been 
expressed that for persons of high income the risk of unemployment 
is slight and the need for insurance does not exist. 


18. Although the first reason may have some validity in connection 
with small closely-controlled firms, we do not think that the problem is 
of such magnitude as to justify an exception from coverage for all 
persons earning above a specified amount. It seems unlikely that there 
are more than a relatively few persons who have such a degree of 
control over their employment conditions that they could contrive to 
make themselves unemployed at their own choice and so draw benefit. 
Perhaps the main problem in this area relates not so much to the general 
class of persons earning more than a specified annual amount, but 
rather to officers and directors of small closely-controlled corporations. 
This question will be referred to later. 


19. As already noted, we do not accept the criterion of probability 
of unemployment as a basis for inclusion in or exclusion from the 
scheme. We are aware of many classes of employment where persons 
with virtually no risk of unemployment are compulsorily covered by the 
scheme, whereas those in similar employment conditions and earning a 
little more are excepted. In our view, the philosophy of universal 
coverage requires coverage to be extended to all persons in an employer- 
employee relationship without restriction based upon the amount of 
earnings. 


20. Concerning coverage for employees in agriculture and in domestic 
service, we are impressed with the administrative difficulties that such 
coverage would present. We cannot, therefore, recommend immediate 
coverage for these groups. Instead, we believe that coverage should be 
extended only when practicable administrative procedures have been 
devised. We are aware that coverage is already being extended to certain 
fringes of agricultural employment and we believe that this practice 
should continue. We recommend that the general principle be followed 
of extending coverage as broadly as possible so long as the necessary 
administrative procedures may be carried out to see to it that the rules 
of the plan are adhered to in a satisfactory fashion. 
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21. Representatives of employers in agriculture have expressed the 
view that coverage should be made available to employees in agriculture 
on a voluntary basis. We do not favour the adoption of the concept of 
voluntary coverage in any respect. We believe that to do so would not 
only create financial problems through the tendency for coverage to be 
elected only in respect of groups that would profit from it, but would 
also make it difficult and perhaps impossible to justify the philosophy 
of compulsory coverage in other occupations. 


22. It has been brought to our attention that there is at present a 
special problem in connection with employment in horticulture where 
there are both office staff and staff employed in greenhouses and in the 
growing fields. It has been held that the office staff is not engaged in 
agriculture and so is covered, while the greenhouse staff- and field 
workers are engaged in agriculture and so are excepted. We believe that 
this creates undue problems, both for the employers concerned and the 
Unemployment Insurance Commission. We recommend that decisions 
as to coverage should apply to the entire employing enterprise rather 
than only to certain groups of employees within it. 


23. We do not recommend that coverage be extended to members of 
the Armed Forces and by analogy we believe that it would be appro- 
priate to except members of the Royal Canadian Mounted Police since 
this force is organized on lines very similar to those applying to the 
Armed Forces. In each case enrollment is for a fixed period. The persons 
concerned are not free to come and go as they choose and the discipline 
and conditions of employment are quite unlike the normal employer- 
employee relationship existing in the other areas of the economic system. 


24. We find no valid reason for the continuation of the present 
exception relating to the employees of hospitals and charitable institu- 
tions. We note that the extension of coverage to these groups of em- 
ployees has been recommended on a number of occasions in the past 
by the Unemployment Insurance Advisory Committee and is sought by 
the union representing a substantial number of these employees. There 
are no administrative problems that suggest the continuation of the 
exception and we recommend, therefore, that coverage be compulsorily 
extended to the groups concerned. 


25. Of other exceptions that are now in effect, some are based pri- 
marily on administrative reasons and we do not recommend any change 
except to the extent that future changes in employment patterns or 
administrative procedures make it possible to cover the persons con- 
cerned. Some exceptions may be based upon the lack of any real 
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employer-employee relationship. Where such a relationship is lacking, 
we do not believe that an insurance plan is appropriate. Other excep- 
tions are based on the difficulty of avoiding abuse and we believe that 
such exceptions should continue, and should be extended as circum- 
stances reveal any new type of abuse. Some points in this connection 
are mentioned below. 


26. One area of existing coverage where an employer-employee re- 
lationship does not in fact exist is that relating to the coverage of self- 
employed fishermen. This question is discussed subsequently in this 
chapter; consequently it will be sufficient here to state our view that 
this group should not be covered by the unemployment insurance plan 
that we are recommending. We recognize that there are many economic 
and social problems in connection with fishermen and the fishing in- 
dustry in general, but they are not being satisfactorily solved, in our 
view, by the attempt to make the existing unemployment insurance 
plan apply. Indeed, this attempt is leading to difficulties and distor- 
tions within the fishing industry and in the application of the plan to 
other groups. 


27. We recommend also that persons under the age of 18 be ex- 
cepted from coverage. Persons below this age are, for the most part, 
still at school and their entry into the labour market is likely to be on 
a part-time basis only, perhaps during holidays, on Saturdays or after 
school. They are not likely to be eligible for benefits since they would 
be attending school if not working. If, however, persons below age 18 
are neither working nor attending school, the payment of an unemploy- 
ment insurance benefit is not an appropriate solution to their unemploy- 
ment problems. Such persons are at the outset of their employment 
career, a time when steps such as further education, vocational guidance 
and training, and relocation are most easily applied and are most bene- 
ficial. The administrative machinery established in connection with the 
unemployment insurance plan is not appropriate to deal with the 
problems of this age group. 


28. We are informed that the Unemployment Insurance Commission 
finds considerable abuse of the plan in connection with family em- 
ployment; that is, the employment of one member of a family by an- 
other whether paid or unpaid. We recommend that these types of em- 
ployment be excepted from coverage, either by the Act or regulation, 
since the opportunities for abuse are too great to be adequately con- 
trolled by administrative procedures. 
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29. The exception relating to truck owners who are hired with their 
trucks to perform certain tasks should, we believe, be extended to ap- 
ply in a consistent manner where the hiring arrangement covers other 
major equipment (for example, bulldozers and tractors) supplied 
by the person hired. Also, the Unemployment Insurance Commission 
should have the power to except such employment, even where there 
are separate agreements relating to the equipment and to the personal 
employment, to prevent fictitious arrangements being made to circum- 
vent the exception. 


30. Another exception founded on the prevalence of abuse of the 
true intention of the insurance plan relates to casual employment. This 
deserves some comment. The abuse in question arose because, under 
former regulations, any person could provide unemployment insurance 
stamps to any workman that he hired for a casual job (lasting six days 
or more) even though the job might have no relationship to the em- 
ployer’s normal business or industry. This practice gave rise to col- 
lusion between individuals to establish a fictitious relationship of 
employer and employee for the purpose of providing stamps to the 
person occupying the employee position. The occasions where one 
person can hire another for a few days’ work now and again are in- 
numerable and the opportunities for abuse are great indeed. We recom- 
mend very strongly that the existing rules excepting from coverage any 
casual employment not related to the employer’s business be retained. 
We recognize that there may be some legitimate cases of an employer- 
employee relationship that are thereby placed outside the ambit of 
the unemployment insurance scheme but, in our view, the opportunities 
for abuse and misuse of the scheme that arise through the practice 
of providing stamps for casual employment are so great as to make it 
impossible to apply any administrative procedures that will assure that 
the provision of stamps is restricted to legitimate cases. 


31. Briefs presented to us have in some cases suggested that 
when an employee is temporarily absent from his employment on 
union business he should be permitted to continue his contributions 
just as though he were an employee of the union. Examples have 
been produced to show that an employee who secures leave of absence 
from his employment to serve his union on a temporary basis is at 
a disadvantage as compared with another person doing similar duty 
for a union but who is employed by the union directly. We recognize 
the distinction between the two cases but, in our view, coverage under 
the unemployment insurance plan should be limited to persons occu- 
pying the employee side of an employer-employee relationship. We 
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A 
do not believe that a union member serving his union on a committee 
or for some special project, not being an employee of the union, oc- 
cupies this special position and we do not recommend that this case be 
made an exception from the general rule that coverage under the plan 
be limited to employees. 


32. There is at present a general exception from coverage in respect 
of officers and directors of corporations. The exception extends to any 
person who is both an officer and a director of a corporation, other 
than a person who can show that he does not in fact perform the 
functions and duties of the position. The basis for this exception is that, 
were it not in effect, persons who are normally self-employed could 
form a corporation and have themselves hired by it as employees. They 
would thus establish, technically, an employer-employee relationship 
and so become covered under the insurance plan. Since they would own 
and control the corporation, they could have themselves laid off by the 
corporation in a slack period and so qualify for benefit. Under the 
existing plan, with coverage limited to those earning less than $5,460, 
it is not likely that many officers and directors of corporations are 
affected by the exception. We are, however, recommending that cover- 
age be extended to all employees regardless of income, and the question 
arises whether the exception relating to officers and directors of cor- 
porations should be continued. We do not think that it would be 
appropriate to continue such a general exception merely to avoid a 
relatively small area of abuse and we recommend, therefore, that the 
exception be ended. However, to control the abuse we recommend that 
the Unemployment Insurance Commission be empowered at its own 
discretion to except any employment where, in its view, the employ- 
ment is in its true nature substantially self-employment or family em- 
ployment, whether there is a corporation involved or not. 


B. Contributions and Financing 


33. Under the existing plan, the premium payments provided to meet 
the losses are shared by the insured employees, their employers and 
the government. The premium or contribution payable by each insured 
employee is determined on the basis of his wage class, each employer 
contributes an amount equal to the contribution by his employees and 
the government contributes one-fifth of the total employer-employee 
contribution. 


34. It is reasonable, in carrying out the principle of a sharing of loss, 
to expect the insured persons to make a contribution. They are the 
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beneficiaries under the plan and thereby secure not only indemnity for 
loss of wages when unemployment strikes but also the ability to tide 
over a period of unemployment in the sense that some income is made 
available and the opportunity is offered to seek employment suitable 
in the light of their skill and experience. They are freed from the 
economic pressure to seek any type of employment regardless of ac- 
quired skills and experience. Furthermore, we believe that if employees 
share the cost, they gain thereby an effective voice in any considerations 
or discussions respecting the scope of the plan and amendments to it. 


35. We do not believe, however, that the insured persons should be 
required to carry the entire burden. If some degree of unemployment is 
regarded as almost unavoidable, the burden of that unemployment 
should not rest exclusively on the employee side of industry. We believe 
that the cost of a plan of unemployment insurance should be shared by 
employers. Such a sharing of insurance costs is consistent with the 
general approach to the insurance of many risks that affect employees 
as is illustrated by the widespread application of group insurance. 


36. Having in mind the purpose that an unemployment insurance 
plan is to serve in the program that we have outlined, we believe that 
it is appropriate that the cost of benefits be shared equally by employers | 
and employees and that there be no contribution from the general tax- 
payer towards the basic insurance plan. The adoption of the principle 
of universal coverage for all those engaged as employees in an employer- 
employee relationship would ensure that nearly all those who have any 
chance of suffering unemployment would be covered. Consequently, we 
think that the cost should be shared by those groups and that other 
members of the community representing principally the self-employed 
and the few remaining groups of employees that are not covered by the 
plan should not be asked to share in this general insurance plan. 
Thus we recommend that there be no contribution from the government 
to the insurance plan (except in its capacity as an employer), at least 
so far as the funds necessary to pay benefits are concerned. 


37. We believe, however, that the present practice whereby the 
administrative costs are met from the general treasury should be con- 
tinued. Adequate administration is a most essential feature in the 
operation of any widespread social insurance program such as unem- 
ployment insurance. We do not think that the extent and efficiency of 
administration should be dependent upon money in the Insurance Fund. 
Administrative problems and the cost of administration are likely to be 
at a peak when unemployment is high, a time when the Fund will be 
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under its greatest strain to meet benefit payments. If the Fund were 
required to carry administrative expenses as well as benefit costs, there 
might be a tendency to cut back on administrative expenses just when 
administrative problems should be receiving increased attention. 


38. It is in the national interest that any plan for the payment of 
benefits on such a widespread scale as would result from unemployment 
insurance be administered in such a way that it is fair to all and that 
abuses be kept to a minimum. The responsibility for seeing to it that 
the established rules are adhered to is one that is linked to the responsi- 
bility for applying the compulsion that makes all employees members 
of the plan. In addition, it is to be noted that a substantial portion of 
present administrative costs stems from the operation of a national em- 
ployment service and this is essentially a community responsibility. 
Further, the administrative machinery should be designed in such a 
way as to make available as much information concerning the insured 
population as will be useful in the carrying out of a national employment 
and manpower program. For all of these reasons, we recommend the 
continuation of the present practice whereby administrative expenses 
are met by the government from its general revenues rather than by 
the Insurance Fund. 


39. To summarize, then, we recommend that the insurance plan be 
supported by contributions shared equally between employees and em- 
ployers with no contribution from general tax revenues except the 
amounts required to administer the plan. 


C. Contribution Methods 


40. In our general consideration of the problems placed before us 
we have thought it appropriate to limit our study to the general prin- 
ciples that should be adhered to in a program of support for the 
unemployed. We have therefore avoided, so far as possible, entering into 
discussion or consideration of detailed administrative procedures. We 
believe that it is appropriate to leave to the administrators on the scene 
the decision as to the most efficient methods of carrying out the estab- 
lished principles. In a scheme such as unemployment insurance, how- 
ever, affecting as it does such large numbers of people in such varied 
circumstances, some aspects of administrative procedures bear directly 
on the carrying out of basic principles contemplated by the plan and 
the avoidance of abuse. We have felt it desirable, therefore, to study 
and comment upon certain administrative procedures. 
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41. One of these administrative areas relates to the methods used to 
determine and collect contributions and to the use of a record of con- 
tributions to measure attachment to insured employment, to determine 
eligibility for benefits and to determine the rate and the duration of 
benefits. 


42. In the application of the principle of indemnity for loss, it is 
necessary to arrive at a measure of the insurable interest of each claim- 
ant; i.e., at a measure of the loss he has suffered by reason of unem- 
ployment. This can be determined in an objective way only by examining 
the actual employment record of the individual concerned. Thus the 
plan must contain administrative procedures to enable such an examina- 
tion to be made. 


43. Under the existing plan a contribution must be made by and on 
behalf of each insured person for each week in which he performs any 
insured employment. The amount of the contribution is determined on 
the basis of the earnings in the week. The contribution record shows 
whether a contribution was made for the week, or not, and records the 
amount of any contribution made. It does not, however, record the 
number of days of work during the week. 


44, The contribution record may consist of an unemployment insur- — 
ance book in which the employer places a stamp of appropriate denomi- 
nation for each week in which there is any insured employment, or it 
may consist of an unemployment insurance book in which the record of 
a contribution is imprinted by means of a postage meter, or again it 
may consist of an unemployment insurance book having attached to it 
a separate contribution card recording the individual weeks and the 
amount of contribution for each week. The rules relating to qualification 
for benefit and amount of benefit entitlement are then based on the 
weeks of contribution. It can be seen that in these circumstances a 
“week of contribution” may represent anywhere from one day to six 
(or even seven) days of work. 


45. In our view, the best test of attachment to insured employment 
is a test based upon the extent of such employment within some pre- 
scribed period. Any such test should, we think, apply in a uniform 
manner to all insured persons. Tests based upon weeks of contribution 
where a contribution may represent anything from one day to six days 
of work do not adequately measure attachment to insured employment 
and do not operate in a fair manner as between one insured person and 
another. We believe that tests of attachment to insured employment 
should be based upon the actual days worked in that employment. If 
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h 
convenient, the tests can be expressed in terms of weeks of employment 


but in that context a “week of employment” should mean a complete 
working week. Broken weeks of employment would be converted to 
complete weeks at the rate of five days of work equalling one week. 
We believe that tests designed in this way would operate in a fair and 
uniform manner amongst the insured persons and would also enable 
the tests to be designed on an objective basis having in mind the extent 
of attachment to insured employment that is considered to be sufficient 
to permit qualification for benefit. 


46. In order to permit tests to be applied on this basis, it is necessary 
for the contribution record to show not merely the weeks in which a 
contribution has been made but to show also the actual number of days 
worked in any week that has not been a full working week for the 
person concerned. 


47. There is another problem in connection with the determination of 
contributions and rates of benefit. Under the present plan, contributions 
are based upon actual earnings in the week and benefits are based upon 
the average weekly earnings over a period of 30 weeks as computed 
from the record of weekly contributions. A person earning $16.00 a 
day will contribute in the wage class “$69.00 and up” if he works five 
days in the week, but in the wage class “$27.00-$33.00” in a week in 
which he works only two days. His benefit rate would be determined 
not in relation to his normal earnings rate of $80.00 a week but, instead, 
in relation to his actual weekly average, giving the same weight to a 
partial week as to a full week. Thus it may be to the disadvantage of an 
insured person to accept work for part of a week since his benefit rate 
in a subsequent claim might thereby be reduced. 


48. This is a real problem under the existing plan as is illustrated by 
the fact that subsequent to the adoption of the weekly contribution 
system in 1955, an amendment was made preventing the benefit rate 
from dropping more than one class below the rate established at the 
last previous claim. This has, however, gone too far and some persons 
are, by virtue of this provision, drawing benefit at a rate out of all 
proportion to their insurable interest as shown by their recent employ- 
ment record. 


49. We believe that the contribution system should be based upon 
wage classes established in terms of a weekly earnings rate for full-time 
employment, and the contribution for a broken week should be an 
appropriate proportion of the contribution for a full week in the wage 
class represented by the full-time weekly rate of earnings. Further, the 
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benefit rate should, in our view, be based upon the weekly rate of 
earnings for full-time employment over a recent period of the employ- 
ment history. These changes would provide an indemnity more in 
accordance with the actual loss of wages resulting from the unemploy- 
ment. 


50. In the light of the above remarks, we recommend that where an 
insured person works for the full working week for an employer, a 
contribution be required for that week based upon the earnings of the 
week and that where an insured person works less than the full working 
week for an employer, a contribution be required for each day worked 
equal to one-fifth of the contribution that would have been required 
had the work extended for a full working week. We recommend also 
that the contribution record for each insured person show not only the 
amount of the contribution for each week but also, in respect of partial 
weeks of employment, the actual number of days worked. We recom- 
mend that the qualification tests for benefit be expressed in terms of 
full weeks of work, with broken weeks being converted to full weeks 
at the rate of five days of work equalling one week, and that the rate 
of benefit be based upon the average contribution per full working 
week over the 20 most recent full weeks (or the equivalent in broken 
weeks) of employment. 


51. This is substantially the system in effect before the amendments 
of October 1955, the principal change being that a partial week of 
employment would require contribution at the rate of one-fifth of the 
full weeks’ contribution for each day worked instead of one-sixth as 
formerly, and would carry a correspondingly higher credit towards 
qualification for benefit. This change is justified, we believe, because 
of the fact that the majority of the insured population are now working 
a five-day week. 


52. These recommended changes in the contribution procedure 
would unquestionably involve some additional administrative complexity 
both for employers and for the administrators of the unemployment 
insurance plan. However, it is known that the general procedure is 
administratively feasible because it was in effect for some 15 years, 
and we think the procedure is necessary to enable the application of 
adequate tests of attachment to insured employment and the determina- 
tion of an appropriate benefit entitlement. 


53. Our view in this connection is further strengthened by the fact 
that many persons are now qualifying for benefit under the existing 
scheme with but little real attachment to insured employment. They are 
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thus becoming entitled to benefits at the expense of other contributors 
without any adequate justification. It may well be that the persons con- 
cerned are not large in number compared with the total insured popu- 
lation but they involve persons on the fringe of insured employment 
who are able to dip in and out of such employment almost at will. By 
virtue of working one or two days a week they are able to qualify for 
substantial periods of benefit. It is true that the benefit so obtained 
would usually be at a low rate but in our view no benefit should be paid 
to persons who are not attached to insured employment in any sub- 
stantial way- 


54. We think that the contribution record should show the actual 
time worked in insured employment and that the contributions and 
benefits should be based on the weekly rate of earnings for full-time 
employment. Beyond this, we do not think that the method of collect- 
ing contributions or the method of establishing the contribution record 
is of basic importance so far as principles of the plan are concerned. 
However, these methods may be of importance as respects administra- 
tive procedures, and we shall make a brief comment concerning some 
suggestions that have been placed before us for consideration. 


55. Some views have been expressed to us to the effect that the pres- 
ent stamp system should be abandoned and that, instead, a system 
should be adopted whereby contributions are remitted directly by 
employers to the Unemployment Insurance Commission. The contri- 
bution record would be obtained from the employer on request or 
would be handed to the employee when his employment terminates. 
This suggestion is usually accompanied by the further suggestion that 
contributions be determined on the basis of a percentage of payroll 
(subject, presumably, to some maximum contribution in any individual 
case) and that the existing system of wage classes for contribution pur- 
poses be abandoned. 


56. First, in connection with the matter of direct remittance and 
the contribution record, we have found that under present practices 
a large number of employers are in fact operating on a direct remittance 
method. These employers are on the so-called “bulk pay” system and 
remit their contributions and employees’ contributions directly to the 
Unemployment Insurance Commission. A record of the employment 
and contribution history of each employee is kept on a separate ledger 
card. This card is affixed to the employee’s unemployment insurance 
book at termination of employment or at the time of the annual 
exchange of old unemployment insurance books for new. Thus the 
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inconvenience of purchasing and affixing adhesive stamps to a book is 
avoided. This method is available generally to employers who maintain 
reliable records and have a stable work force. For employers who have 
not adopted the bulk pay system, the procedure of affixing the stamp 
record by a postage meter is available, or the adhesive stamp system 
can be used. 


57. We thus find that within the present administrative procedures 
different types of employers can be accommodated. We believe that 
there is a considerable advantage in an adhesive stamp for those who 
employ small numbers of employees and have a large turnover. We 
think also that there is much advantage in having the contribution and 
employment record in a book belonging to each employee as compared 
with a system that involves the accumulation of a series of termination 
slips handed to the employee each time his job terminates; identifica- 
tion is more positive, errors are less likely and the possibility of fraud 
is reduced. 


58. As respects the use of a “percentage of payroll” basis for con- 
tributions compared with the system of earnings classes, it appears to 
us that the administrative advantages contemplated are much less where 
a contribution is required from employees than they would be if a 
contribution were required only from employers. Where a contribution 
is required from employees, it is necessary to determine the contribution 
in absolute amount so that an appropriate deduction can be made from 
the employee’s pay. Also, the percentage would not apply in a uniform 
manner to the whole payroll if there is to be a maximum contribution. 
Thus the matter would not be one simply of applying a single factor 
to the whole payroll and remitting the amount so determined. In addi- 
tion, the percentage of payroll system is not as easily adapted to pro- 
ducing a record of actual time worked as is a system based upon earn- 
ings classes, and we place great importance on such a record. Where ‘a 
“percentage of payroll” contribution system is in use for unemploy- 
ment insurance, the practice is to determine qualification for benefit 
on the basis of earnings during a specified period rather than on the 
basis of time worked. We think that qualification tests based on time 
worked are fairer since they do not give a special advantage to persons 
with high earnings as compared to persons with low earnings and they 
are more objective in determining attachment to insured employment. 


59. We do not, therefore, recommend any change in the present 
contribution procedures other than those already specified. We believe, 
however, that the Unemployment Insurance Commission should con- 
tinue its efforts to extend the bulk pay system as far as it can be 
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extended in an efficient and useful manner since that system seems to 
provide a saving in administration as compared with methods involving 
the affixing of stamps to a book. 


D. Qualification for Benefit 


60. A plan of unemployment insurance should be designed in such 
a way that it will constitute a protection from a hazard that threatens 
those who normally occupy the position of employees in an employer- 
employee relationship; i.e., those who would suffer by reason of unem- 
ployment. It should not be designed in such a way that qualification for 
benefit is so easy as to attract people into insured employment merely 
for that purpose. Consequently, while anyone who enters insured 
employment should be required to contribute under the plan from the 
first day of his employment, we do not think that he should be permitted 
to qualify for benefit on becoming unemployed until he has worked for 
some time in that employment. The minimum time required should be 
enough to establish that insured employment has an important, if not 
the principal place in his manner of earning a living, and enough to 
establish a presumption that he has not entered insured employment 
principally for the purpose of qualifying for benefit. 


61. In addition to testing the extent of attachment to insured employ- 
ment, qualification tests should also require some degree of recent 
attachment. Otherwise, a person might be able to qualify for benefit 
long after he had dropped out of the labour force. Further, the qualifica- 
tion tests should contain some requirement as respects requalification 
after an insured person has drawn a period of benefit. Once the benefit 
entitlement for a particular benefit period is used up, it would not be 
reasonable to permit the insured person to requalify unless he had a 
record of further employment since the benefit period was established. 
To do otherwise would enable a further amount of benefit to be obtained 
on the basis of the same employment record. This would defeat the 
purpose of the “benefit formula’; namely, to provide an amount of 
benefit that bears some relation to the insurable interest of the claimant 
as revealed by his previous employment record, and to limit the applica- 
tion of the unemployment insurance plan to relatively short periods of 
unemployment. 


62. Under the existing plan, the test of attachment to insured employ- 
ment is the requirement of a least 30 weeks of contribution in the two 
years preceding the claim. The requirements as to recency and requalifi- 
cation are found in two further tests, the first calling for at least eight 
weeks of contribution in the period of one year preceding the claim or 
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in the period elapsed since the establishment of the last preceding 
benefit period, whichever period is shorter, and the second calling for 
at least 24 weeks of contribution in the period of one year preceding 
the claim or in the period since the establishment of the last preceding 
benefit period, whichever period is longer. 


63. In our opinion, these tests are unsatisfactory in two principal 
respects. The first is that they are based on weeks of contribution, and 
in this context a week of contribution may represent anything from one 
to six days of work. Thus it is possible for persons to qualify for benefit 
on the basis of an inconsiderable attachment to insured employment 
provided it is spread over a large enough number of weeks. The 
second is that the tests are unduly complex. They are hard to under- 
stand and hard to apply. 


64. The existing plan has a further set of qualification tests relating 
to Seasonal Benefit. This benefit is available from December 1 of each 
year to the following May 15 and qualification requires at least 15 
weeks of contribution since the March 31 preceding the claim, or 
requires that a period of regular benefit have terminated subsequent to 
the May 15 preceding the claim. 


65. These tests are also unsatisfactory, in our view. A period of 15 
weeks of attachment to insured employment is too short to justify the 
payment of an unemployment benefit under an insurance plan. We 
believe that it is relatively easy for persons who are normally not in 
insured employment, or even in the labour market, to obtain 15 weeks 
of contribution and so qualify for benefit. This is emphasized when it 
is noted that a “week of contribution” may represent as little as one day 
of work. Also, the 15 weeks of contribution required may, in some 
cases, represent the same 15 weeks that were used to establish a claim 
for regular benefit. Thus the requirements as to requalification set forth 
in the tests for regular benefit are defeated. 


66. As respects the other test for Seasonal Benefit, namely, a record 
of termination of a regular benefit period subsequent to the preceding 
May 15, we believe that while qualification for a period of extended 
benefit may reasonably be related to a previous period of regular 
benefit, it is not sound to let such a long time elapse, with possibly no 
record of contribution or attachment to the labour force, while still 
preserving entitlement to Seasonal Benefit. Qualification for a period 
of extended benefit should be closely linked to the period of regular 
benefit to preserve the true character and intent of the concept of an 
extension. 


a 


65799-9—93 


COMMITTEE OF INQUIRY: UNEMPLOYMENT INSURANCE 


67. We have examined the qualification tests used in a number of 
plans of unemployment insurance in effect in other countries. In most 
cases the test is based upon the employment or contribution record in 
the one year immediately or closely preceding the claim. The usual 
requirement seems to be about 25 or 26 weeks of employment in the 
year preceding the claim. Some plans require as little as 20 weeks but 
rarely less. Some plans also call for additional contributions in respect 
of the first claim. The problem of requalification seems to be most 
commonly dealt with by requiring a year to elapse after establishment of 
a benefit period before permitting a subsequent benefit period to be 
established; in effect, the required number of weeks of employment 
must be subsequent to the establishment of the last preceding benefit 
period. 


68. We believe that a test requiring at least 20 full weeks of employ- 
ment (or the equivalent in broken weeks) in insured employment in the 
one year preceding the claim provides an appropriate test of recency of 
attachment and, except for new entrants and persons who move into 
and out of insured employment frequently, is probably adequate as 
respects the extent of attachment. To meet the problem posed by the 
new entrants and those who move into and out of insured employment 
frequently, we think that there should be a further test of attachment 
calling for a minimum of 30 full weeks of employment (or the 
equivalent in broken weeks) in insured employment in the two years 
preceding the claim; this corresponds generally to the basic test of 
attachment that has been in the existing plan throughout its history. 
The 30 weeks required by this second test would not be in addition to 
the 20 weeks in the first test; the same weeks of employment might be 
used in both tests. 


69. To deal with the problem of requalification, we believe that the 
best course is to require that in seeking a minimum of 20 weeks of 
employment in the one year preceding the claim, only weeks of insured 
employment that occurred since the beginning of the last preceding 
benefit period be taken into account. This appears to us as preferable 
to adopting the requirement of some other unemployment insurance 
plans whereby at least a year must elapse after the establishment of a 
benefit period before a subsequent period may be established. We think 
that it would be unduly severe to deny benefit to a claimant who has 
exhausted his entitlement but has enough “new” weeks of employment 
to meet the qualification tests. 
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70. We recommend, therefore, that qualification for the establishment 
of a benefit period be that the claimant has a record of at least 30 full 
weeks of employment (or the equivalent in broken weeks at the rate of 
five days equalling one week) in insured. employment in the two years 
preceding the claim, of which at least 20 weeks have occurred in the one 
year preceding the claim and since the beginning of the last preceding 
benefit period, if any. The qualification requirement could be expressed 
equally well in terms of full weeks of contribution since a week’s con- 
tribution would, under our recommendation, be evidence of a week of 
employment in insured employment. We recommend also that the exist- 
ing rules under which the periods taken into account for qualification 
purposes may be extended in certain circumstances, continue to apply. 


E. Duration of Benefit 


71. As already noted, qualification for benefit, on becoming unem- 
ployed, should be limited to persons who can show a reasonable degree 
of attachment to insured employment both as to extent and recency. 
Once a person meets these qualification tests the next question is one of 
determining the duration of benefit to which he is to become entitled. 
In some plans of unemployment insurance in effect in other countries 
this problem is dealt with by using a uniform duration for all persons 
who qualify. In other plans the duration is related to the employment 
record. In our view, a plan that relates the duration of benefit to the 
employment record is the better approach of the two. Having in mind 
the wide variety of circumstances that a nation-wide insurance plan is 
required to cover, we believe that the formula for determining the dura- 
tion of benefit should take into account the employment record and 
thus establish, to some extent at least, a connection between the indem- 
nity paid on the occurrence of unemployment and the extent of the 
attachment of the insured person to insured employment. This has been 
the pattern used in Canada since the unemployment insurance plan has 
been in effect and we believe that it is a sound approach to the problem. 
It results in much greater equity between the person who has a record 
of solid employment and the person whose employment is only inter- 
mittent, and a better application of the principle of indemnity for loss. 


72. The formula for regular benefit (as distinguished from Seasonal 
Benefit) in the existing plan provides one week of benefit for each two 
weeks of contribution. The formula in effect before the major change in 
1955, although it was more complex in its terms, resulted in substan- 
tially the same relationship of benefit to contribution record. We recom- 
mend, therefore, that in a revised plan, the benefit formula provide one 
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week of benefit for each two full weeks of contribution (or the equivalent 
in broken weeks) occurring in the 52 weeks preceding the claim and 
since the beginning of the last preceding benefit period, if any. Since, 
according to the qualification tests that we recommend, a person must 
have a record of at least 20 weeks of contribution in this period to 
qualify for benefit, this formula will result in a minimum of 10 weeks of 
benefit. The maximum would be 26 weeks. It appears to us that this 
formula represents a reasonable relationship between benefit and the 
interest the insured person has established in insured employment. 


73. Basing the formula on the employment record in a period of 52 
weeks preceding the claim results in simplifying the calculation but car- 
ries with it the disadvantage that it puts additional emphasis on the 
recent employment record as compared with previous formulas that 
were based on a longer period. However, we believe that the advantage 
of simplifying the calculation and the record keeping outweighs the 
desirability of using a longer base period. 


74. The maximum benefit period of 26 weeks represents a sharp 
reduction from the maximum of 52 weeks now available but a reduction 
that is, we think, wholly justifiable and indeed essential if the insurance 
plan is to be confined to unemployment that is insurable. We believe 
that an insurance plan cannot undertake to cover the risk of unemploy- 
ment for a greater period without beginning to depart from insurance 
principles, and to assume burdens that should properly rest in other 
places. In our view, a continuation of unemployment benefit for a full 
six months to a person who has had a solid employment record for a 
year should provide enough time to enable the person to become re- 
employed if his unemployment is of the type that should be the essential 
concern of an insurance system. If unemployment continues beyond that 
period we think that generally it stems from some causes that require 
special treatment and should be dealt with in a manner different from 
that appropriate to short-term unemployment. 


75. For persons with a broken employment record, we think that 
shorter periods are appropriate in recognition of equity between dif- 
ferent classes of employees and recognition of the true insurable interest 
of the persons concerned. 


76. It may be noted that 90 per cent of the claims under the existing 
plan would be fully met if the maximum period of benefit were 26 weeks 
instead of 52. Thus the reduction would not affect more than a small 
proportion of the claimants. 
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F. Rate of Benefit 


77. Recognition of the concept of insurable interest requires attention 
not only to the duration of benefit but also to the rate of benefit. Having 
in mind the wide variation of income levels between different parts of 
Canada and between different classes of employees, we believe that it 
would be impossible to settle upon a single rate of benefit appropriate 
for all areas. Instead, we believe that the principle now in use whereby 
the benefit is related to the normal earnings of the insured person up to 
some maximum limit is the most appropriate both from the point of view 
of equity and from the point of view of enabling the plan to best fulfil its 
purpose; namely, to indemnify the insured person for loss of earnings 
by reason of unemployment. 


78. In theory it might be argued that the rate of benefit should be 
equal to the rate of earnings since the full rate of earnings measures the 
loss that the insured person has suffered. However, for most employees 
the “take-home pay” is less than the gross earnings, and the take-home 
pay is probably better than gross earnings as a measure of the actual 
loss suffered. Also, in practice it must be recognized that a rate of 
benefit that is unduly high in relation to earnings or in relation to living - 
costs can have the effect of greatly reducing the incentive of an 
unemployed person to seek work. The objective should be to achieve a 
rate of benefit that is sufficiently high in relation to earnings to enable 
a person to tide over a relatively short period of unemployment, without 
being so high as to constitute an inducement to any significant number 
of claimants to remain on benefit rather than seek employment. Also, 
there should be a maximum limit on the benefit, regardless of earnings, 
since high benefits may be much above living costs even though much 
less than gross earnings in the higher brackets. They may therefore tend 
to remove incentive to work. 


79. Under the present plan the standard used is substantially that of 
providing a benefit equal to 50 per cent of the insured wage for 
claimants having a dependent, subject to a maximum benefit of $36.00 
weekly. In the lower earnings classes, however, the ratio of benefit to 
normal wage may be higher. (See Table 19 on page 93.) This recog- 
nizes that in the lower earnings classes it is necessary to provide a 
benefit that bears a somewhat higher relationship to normal earnings 
in order to enable a person to tide over a period of unemployment. 


80. It is our view that the 50 per cent standard used in the design of 
the existing plan is somewhat low. We have received evidence that in a 
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substantial number of cases, persons on unemployment insurance are 
required to resort to assistance schemes to obtain supplementation so 
that they may maintain a minimum standard of living. There are no 
adequate statistics to show how widespread this supplementation has 
become, but there is no doubt that it exists. We do not think that a 
somewhat higher benefit standard would result in any substantial 
diminution of the will to work although we recognize that some 
maximum limit must be in effect. It appears to us appropriate to 
establish a general benefit standard of 60 per cent of the insured wage 
for claimants with a dependent, rather than 50 per cent as at the 
present time, and to increase the benefit standard for claimants without 
a dependent in a consistent manner. This standard could be graded up 
as at present in the lower income classes. Such a plan would, on the 
basis of the present wage classes, provide a maximum benefit of about 
$44.00 weekly for a claimant with a dependent compared with the 
present maximum of $36.00, and about $33.00 weekly for a claimant 
without a dependent compared with the $27.00 at present. 


81. In considering rates of benefit, reference has been made to a 
maximum benefit. Under the present plan the maximum wage class 
recognized by the plan is one covering persons earning $69.00 a week 
and more. In effect, only the first $69.00 of weekly wage is insured. 
The benefit available in the top wage class is $36.00 a week for persons 
with a dependent and $27.00 a week for persons without a dependent. 
The rate of $36.00 a week for a person with a dependent represents 
about half the normal wage for persons earning slightly more than the 
minimum of the wage class. For a person earning, say, $100.00 a week, 
however, the maximum benefit of $36.00 represents only a little more 
than one third of his normal earnings. It appears to us that in the light 
of the proportion of the insured population now in the top wage class 
(see Table 2 on page 52), the present benefit standards provide a 
benefit of considerably less than 50 per cent of normal wages for a very 
substantial proportion of the insured population. In these circumstances, 
we believe that an increase should be made in the portion of normal 
earnings that is insured. We recommend, therefore, that an additional 
wage class be established encompassing all those earning $80.00 a week 
and more. For this class we recommend, on the 60 per cent standard, 
a maximum benefit of $48.00 a week for persons with a dependent; for 
persons without a dependent we recommend a benefit of $36.00 a week. 
On this basis we believe that the benefit rate would represent a more 
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satisfactory relationship to normal earnings for the bulk of the insured 
population. 


82. In view of the fact that the above recommendation would increase 
the number of earnings classes and so increase the administrative 
problems to some extent, and the fact that the two lowest classes 
together now contain only 1.3 per cent of the contributors and will 
contain even less if the classification is made on the basis of the weekly 
rate of earnings for full-time employment rather than on the basis of 
actual earnings, we recommend that the two lowest earnings classes 
“under $9.00” and “$9.00 and under $15.00” be combined into one 
class “under $15.00”. 


83. The suggestion has been made that instead of having only two 
benefit rates available in each wage class, one for claimants without a 
dependent and a higher rate for claimants with a dependent, the plan 
should provide for additional higher benefit rates related to the number 
of dependents. We have considered this suggestion but we recommend 
in favour of the continuation of the present benefit structure. The 
existence of a program of family allowances as part of the general social 
security program goes a long way to meet the social objective of benefit . 
rates related to the number of dependents. We do not favour the use 
of the unemployment insurance plan to extend this program. 


84. We believe that the payment of a higher rate of benefit to claim- 
ants having a dependent than to single claimants can be justified without 
abandoning the insurance character of the scheme. It is true that 
employees without dependents would pay the same contribution rate 
as employees with dependents, but it is also true that employees would 
pay only half the contributions required to support the plan. Thus the 
employer’s contribution would pay part of the cost for both classes 
of employees but a somewhat larger part for employees with dependents. 
There is, then, no inequity between the two classes of employees so 
far as their contribution rates are concerned. The same circumstances 
exist substantially under the present plan. 


85. The following table shows the wage classes and rates of 
benefit under the existing Act and also illustrative rates of benefit that 
would be in accordance with the increases we recommend. These rates 
should be taken as illustrative only and subject to such minor changes 
as may be required for convenient administration. 
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Table 24 
PROPOSED EARNINGS CLASSES AND RATES OF BENEFIT 


Existing Weekly Proposed Weekly 

Rates of Benefit Rates of Benefit 

Earnings Class | 
Without Dep. With Dep. Without Dep. With Dep. 


ey a eee 


$ $ $ $ $ 
0 and under 9.00) 


9.00 and under 15.00/ : : : a 
15.00 and under 21.00 9 194 10 13 
21.00 and under 27.00 11 15 12 16 
27.00 and under 33.00 13 18 15 20 
33.00 and under 39.00 15 21 17 23 
39.00 and under 45.00 M7 24 19 26 
45.00 and under 51.00 19 26 22 29 
$1.00 and under 57.00 21 28 24 33 
$7.00 and under 63.00 23 30 ar 36 
63.00 and under 69.00 25 33 30 40 
69.00 and under 80.00 van 36 33 44 
80.00 and over — — 36 48 


G. Allowable Earnings 


86. Under the existing plan benefit is paid on a weekly basis. Any 
person who has suffered unemployment during a week may, if he 
is otherwise qualified, claim benefit for that week. The amount of bene- 
fit payable is the maximum prescribed for the claimant’s wage class less 
any earnings during the week in excess of a specified minimum amount. 
This minimum amount is referred to as the amount of “allowable 
earnings” for the particular wage class. Under the existing plan, the 
amount of allowable earnings represents approximately 50 per cent of 
the maximum benefit in the class. 


87. In our view, the amounts of allowable earnings now permitted 
are excessive and would be even more excessive in the light of the 
increase in the maximum benefit rates contemplated by our recom- 
mendations. If the benefit rates were to aim at a standard of 60 per cent 
of the insured wage for claimants with a dependent and if allowable 
earnings were permitted to stand at 50 per cent of the maximum benefit, 
a claimant would still be able to draw some benefit when his earnings 
were as high as 89 per cent of his insured wage. By working only long 
enough to earn the specified amount of allowable earnings for his class 
he could still draw an income from insurance and earnings combined 
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equal to 90 per cent of his insured wage. Many persons might consider 
that 90 per cent of normal income for one or two days of work is 
preferable to 100 per cent for five or six days of work. In such circum- 
stances there is little financial incentive to perform any work in a week 
once the prescribed amount of allowable earnings has been reached. In 
fact, some evidence was placed before us that suggests that even under 
present benefit standards, a combination of benefit and allowable earn- 
ings is high enough in many cases to remove the incentive to work 
beyond one or two days in a week unless work is available for the 
whole week. 


88. We recommend that the allowable earnings be reduced to repre- 
sent about one-quarter of the maximum benefit in each wage class rather 
than one-half as at present. With an increase in the general standard of 
benefits as contemplated by our recommendations, this would permit a 
claimant with a dependent who has had earnings equal to or in excess 
of the allowable earnings for his class to receive insurance benefit to 
the extent necessary to bring his income from insurance benefit and 
earnings combined to about 75 per cent of his normal insured earnings. 
In the lower earnings classes where the benefit rate would exceed 60 
per cent of the normal wage, the combination of benefit and allowable 
earnings would represent an even higher proportion of the normal wages. 
While opinions may differ concerning the level of benefit that will induce 
a claimant to prefer idleness and insurance benefit to work and earnings, 
it is our view that no insurance benefit should be paid that would have 
the effect of bringing the combination of benefit plus allowable earnings 
to more than approximately 75 per cent of the normal insured earnings 
in the principal earnings classes. We see less objection to allowing the 
ratio to rise somewhat higher in the lower earnings classes because of the 
practical necessity of establishing a benefit rate sufficient to enable the 
maintenance of a minimum standard of living. 


H. Seasonal Unemployment and Seasonal Benefit 


89. Under the present plan a basic program of regular insurance 
benefits is supplemented by a program to provide what is known as 
Seasonal Benefit. This benefit is available during the period running 
from December 1 to the subsequent May 15 and is available to persons 
who can show some attachment to insurable employment but cannot 
qualify for regular benefit, and also to persons who have exhausted their 
regular benefit. The benefits are “seasonal” in that they are confined to 
a certain season of the year and no doubt they are availed of to a very 
considerable extent by persons who are in seasonal occupations and who 
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find themselves unemployed in a regular pattern during the winter 
months of each year. The payment of Seasonal Benefit is not, however, 
confined to persons who are occupied in seasonal employments in the 
normal sense in which that term is used. It might be more appropriate, 
therefore, if this program were referred to as a program of “Winter 
Benefit” rather than “Seasonal Benefit”. 


90. Under the program that we recommend, Seasonal Benefit in its 
present form would disappear. It would be replaced to a substantial 
extent by the plan of extended benefits to be described subsequently, 
and the existing unemployment assistance plan. 


91. We may say that the existing Seasonal Benefit was the subject of 
more criticism in briefs that we received than perhaps any other single 
feature of the existing plan. It appeared to us that the criticism rested 
on two points. The first was that to a substantial extent the recipients of 
Seasonal Benefit are persons who are engaged in seasonal employment 
and expect to become unemployed during the winter months of each 
year as a regular pattern. Thus the critics complained that the benefit is — 
not an “insurance” benefit at all but is, instead, a subsidy to persons 
who are engaged in insured employment for only part of the year as a 
regular pattern. The objection was not so much that persons who work 
in insured employment only part of the year receive a subsidy during 
the off season, but rather that the subsidy is drawn from the insurance 
plan and is financed by insurance contributions. 


92. The other major criticism related to the qualification for Seasonal 
Benefit. Many critics felt that, having in mind the maximum duration 
of 52 weeks for regular benefit, the addition of up to 24 weeks of 
Seasonal Benefit resulted in an unduly long period of benefit to be 
financed by any insurance plan. Further, they felt that the qualifications 
for receipt of Seasonal Benefit Class A were too easy. These require 
only 15 weeks of contribution since the March 31 preceding the date 
of claim, and, as already noted, 15 weeks of contribution might rep- 
resent as little as 15 days of work. Many persons seemed to feel that 
the payment of Seasonal Benefit would perhaps not be objectionable 
in itself if it were financed by the general taxpayer rather than by those 
who were contributing to an insurance plan. 


93. The problem of dealing with seasonal unemployment, using this 
term to represent unemployment arising in a regular pattern by reason 
of the impact of the seasons on certain types of employment, extends 
beyond the question of Seasonal Benefit. This problem has received 
considerable attention during the history of the existing plan and the 
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efforts to devise and administer appropriate regulations that would avoid 
the payment of benefits to persons who were in the off season of their 
normal employment have been referred to in Chapter Two. At the 
present time there are no such regulations in effect and persons can draw 
insurance benefit without regard to the repetitive seasonal nature of 
their unemployment. Thus a considerable amount of regular benefit (as 
distinguished from Seasonal Benefit) is paid to persons who expect to 
become unemployed at a certain time each year as a regular pattern. 


94. A plan based upon insurance principles should be required only 
to provide indemnity for loss. As already noted, it cannot be held that 
a person has lost wages during an idle period when his past work pattern 
shows that he had no expectation of working during that period. 


95. Efforts to devise appropriate regulations to avoid the payment of 
benefits during the off season of seasonal occupations have in the past 
been based on the principle of attempting to identify certain industries 
as seasonal. Persons employed in seasonal occupations within these 
industries were required to meet certain additional conditions before 
they became entitled to benefit in the off season. Such regulations were 
beset with many difficulties. Seasonal patterns vary widely from one part 
of Canada to another and an industry that is seasonal in one area might | 
be a year-round industry in another. Also, the extent of the employment 
fluctuation that would cause an industry to be classed as “seasonal” had 
to be determined in an arbitrary way. Thus it was never possible to 
devise any wholly satisfactory regulations that were acceptable to all 
concerned. 


96. The fact is that unemployment insurance really applies to indi- 
viduals, not to industries, and there are many types of employment in 
Canada that, although not seasonal in themselves, enable persons to 
move in and out at will. Thus an individual may, of his own volition, 
have a seasonal pattern in his employment although the occupation to 
which he is attached is not in itself seasonal. Further, many industries 
have a considerable seasonal fluctuation although they do not close down 
completely in the off season. In such circumstances some part of the 
work force will be continued but there will be some layoffs in a seasonal 
pattern. It was almost impossible to deal with the seasonal problem on an 
industry basis where the fluctuation was not wide enough to enable the 
industry to be definitely classified as a seasonal industry. 


97. To solve this problem we believe that the best approach is to have 
regard for the individual work pattern of the insured person. If that work 
pattern shows a period of unemployment occurring in a certain season 
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of the year and repeated in the same season for several years, the implica- 
tion is that the person concerned has a seasonal pattern either by reason 
of his occupation or by reason of the work pattern that appeals to him. 
Such persons should not be entitled to insurance benefit in the off season 
established by their own employment record. 


98. We recommend, therefore, that regulations be adopted under the 
insurance plan to provide that the employment record of each claimant 
be scanned for a two-year period preceding the date of claim. Any gap 
in the contribution record of five or more weeks occurring within the 
period from 52 weeks to 104 weeks preceding the claim, that is matched 
by a corresponding gap falling at the same place in the calendar in the 
period from zero to 52 weeks preceding the claim would establish an off 
season for that particular claimant and no regular benefit would be 
available to him in that off season with respect to the benefit year 
established at the date of claim. 


99. A minimum period of five weeks is suggested to avoid a capricious 
effect that might result if a person suffered illness or had a gap in his 
employment record for some reason not related to seasonality. Also, such 
a minimum would avoid the application of the regulations in minor cases 
of unemployment. 


100. It may be noted that a similar procedure is followed under the 
unemployment insurance plan in effect in Great Britain and appears to 
work in a satisfactory fashion. 


101. Such regulations would have to make special provision for 
persons who have entered insured employment during the two-year 
period for the first time or after an absence of some time. For such cases 
the regulations should apply only from the appearance of the first con- 
tribution in the two-year period. Special provision would have to be 
made also on a transitional basis as respects persons that become insured 
by reason of extension of coverage. Here reliance would probably have 
to be placed on a personal statement of the claimant as to previous 
employment history; this statement would be used as a basis for applying 
the regulations as nearly as possible in the way that they would have 
applied had the coverage during the two-year period been in accordance 
with our recommendations. 


102. We recommend that any week in which less than three days of 
work is recorded should be considered as representing a gap in the 
employment record for the application of this rule. Otherwise, it would 
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become too easy to avoid the rule merely be getting the odd day of 
work; an inducement would thereby be held out for collusion between 
employees and employers for this purpose. 


103. Seasonal regulations of this nature would be intended to exclude 
from the insurance plan any unemployment that recurs in a regular 
manner as part of the normal work pattern of the individual. Such regula- 
tions would avoid much of the problem that has arisen with relation to 
seasonal employments under the present plan. However, in our discus- 
sion of the plan of extended benefits later in this chapter, we are 
recommending that, subject to certain conditions, benefits under that 
plan be available to persons who are unemployed by reason of a regular 
seasonal fluctuation in their employment pattern and who would there- 
fore be unable to qualify for regular benefits because of the proposed 
seasonal regulations. 


I. Abuses 


104. The principal classes of alleged abuse that were drawn to our 
attention in representations made to us, apart from the question of pay- 
ment of benefit to seasonal workers during their off season as just 
discussed, related to (a) the drawing of benefit by married women who 
are not in fact seeking employment; (b) the drawing of benefit by 
persons who have retired on pension and who are not in fact seeking 
employment; (c) the taking of too narrow a view by claimants and 
possibly by the administration as to the types of employment that 
constitute “suitable employment” in any individual case; (d) the failure 
by some claimants to disclose earnings during weeks of partial unem- 
ployment; (e) the failure by some claimants to disclose the true facts 
concerning their availability for employment; and (f) collusion between 
employers and employees in failing to give adequate information respect- 
ing the reasons for termination. We shall discuss these in turn; certain 
other abuses in connection with coverage have already been discussed 
in section A of this chapter. 


(a) Married Women 


105. By reason of the ability of some married women who are not 
the sole support of their household to work in industry or not work, 
as they choose, they have an unique ability to move into and out of the 
labour force at will. The extensive growth in the service industries in 
recent years with their special demand for women has made this type 
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of employment pattern more readily available than it might have been 
under other conditions. Thus, while not suggesting that only married 
women abuse the plan through drawing benefit while not genuinely 
seeking work, it seems reasonable to conclude that some married women 
are in a particularly favourable position to use the insurance plan in 
this way. 


106. A further problem arises in connection with this class of insured 
persons in that many women who are employed in industry withdraw 
from such employment on or shortly after marriage. In so withdrawing 
some may file claim for benefit and draw benefit as long as they are 
able to do so; i.e., until benefit is exhausted or until they are referred to 
suitable employment and are disqualified for failing to apply for or for 
refusing an offer of employment. 


107. It has also been brought to our attention that in many cases 
married women whose employment has terminated by reason of preg- 
nancy, file claims for benefit and are able to draw benefit although their 
availability for employment is extremely doubtful. 


108. At one time regulations were in effect that required married 
women to meet certain additional conditions subsequent to their mar- 
riage before qualifying for benefit. When in effect, these regulations pro- 
vided, generally, that where a woman voluntarily left her employment 
at or within two years following marriage, she would be disqualified 
for benefit for that period of unemployment; these regulations did not 
apply if she had a record of a specified minimum number of wee of 
contribution subsequent to marriage. 


109. In the views placed before us, there were many complaints 
concerning the abuse that arises in this general area and some recom- 
mendations that the married women’s regulations be restored. Other 
submissions, while admitting some abuse, took the view that the abuse 
amongst married women was not greater than that amongst other 
classes of claimants and strongly opposed any special regulations ap- 
plying only to married women. 


110. We have given these questions careful consideration by reason 
of the prevalence of the complaints concerning them and we do not 
recommend the enactment of special regulations relating to married 
women as such. We recognize that the abuses complained of do exist 
but we are not satisfied that they can or should be cured by regula- 
tions setting up special conditions for one class of insured persons. 
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This is not to say, of course, that any such abuses should merely be 
tolerated without effort to control and remove them. We believe that 
the changes we are recommending as respects the qualifying conditions 
and the maximum duration of benefit, will to a considerable extent 
reduce the abuse arising from claims by persons who are employed 
in an intermittent fashion or who have in fact withdrawn from the 
labour market. We recommend in addition a more active program of 
claims supervision and more vigorous follow-up of cases where re- 
ferrals to job opportunities have been made without successful place- 
ment. Moreover, steps should be taken to improve the accuracy of in- 
formation given by employers as to reason for termination of employ- 
ment. All of these steps would help to control abuse of the plan by 
claimants who are not really in the labour market, whether they be 
married women or any other class of claimant. 


111. With respect to pregnant women, the question at issue is really 
one of availability for employment. At the present time pregnant 
women are considered unavailable for employment for a period of 
six weeks before and six weeks after confinement. We recommend 
that a women whose employment terminates by reason of pregnancy 
be considered as unavailable for employment until eight weeks after 
confinement; and that if employment terminates for any other reason, 
a woman who is pregnant be considered unavailable for employment 
for eight weeks before and eight weeks after confinement. Further, 
we believe that any married woman who has children below school 
age should be considered unavailable for employment unless she can 
prove to the satisfaction of the Unemployment Insurance Commission 
that she has made satisfactory arrangements for the care of the children 
should she receive an offer of employment. 


112. Regulations of this type would not be intended to discriminate 
against pregnant women or the mothers of young children but they 
would be intended to preserve the insurance character of the unem- 
ployment insurance plan by preventing payment of benefit to persons 
who are in fact unavailable for employment. It has been pointed out 
in briefs submitted to us that an unemployment insurance plan should 
not be made to provide benefits that are properly within the sphere 
of some other social security plan. If it is desired as part of a general 
program of social security to provide maternity benefits for women 
who are normally engaged in industrial employment, this should be 
considered on its merits and should not be swept in as part of an unem- 
ployment insurance plan. 
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(b) Pensioners 


113. The complaints relating to the abuse of the plan on the part of 
pensioners are largely of the same type as the complaints relating to 
married women as noted above. The fact is that persons who have re- 
tired on a pension are, if their pension is other than a very small one, 
free to accept work or not as they choose. Thus they are to some ex- 
tent in the same position as married women who are not the sole 
support of their families, since they are substantially relieved of the 
economic pressure to obtain employment. 


114. It appears that there are a considerable number of persons 
who have retired on pension and have in effect withdrawn from the 
labour market, but who, nevertheless, file claims for unemployment 
insurance and succeed in drawing benefit. No doubt the cases cover 
a wide range from those retired persons who have only a small 
pension and must find work in order to sustain themselves, through 
the group who have a reasonably adequate pension and would work 
if some job that appealed to them could be found, to the extreme of 
the persons who have no intention of taking a job of any type but are 
drawing benefit on the general philosophy that they will get all they can 
from the plan. It is perhaps only the latter group that should be the 
subject of severe criticism, but having in mind the difficulty of find- 
ing suitable employment for persons who have passed the retirement 
age for their regular employment, it is extremely difficult to isolate and 
control this area of abuse. 


115. It is our view that unemployment resulting from compulsory 
retirement pursuant to an employer-employee pension plan is not a 
type of unemployment that was ever intended to be covered by an 
insurance plan. The termination of employment does not arise from 
any of the usual reasons that cause unemployment; instead it results 
from an established and generally socially desirable program providing 
that when an employee has reached a moderately advanced age he 
will be relieved of the compulsion to attend work daily and will re- 
ceive in compensation a regular income for the rest of his life. We do 
not think that anyone would suggest that persons who have retired 
from their normal employment and have been granted a pension should 
be barred from participation in the labour market. A real question does 
arise, however, concerning the extent to which an insurance plan should 
assume the obligation of paying compensation to such persons if they 
are unable to obtain employment. 
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116. There appears to be no difficulty at reaching a decision with 
respect to persons who are in receipt of a pension that is reasonably 
adequate in comparison with their normal earnings. The case of those 
who have retired with very small pensions is, however, more difficult. 
They have not in fact been relieved from the economic necessity of 
earning a living and to this extent the basic social purpose on which 
employer-employee pension plans are based is not achieved. It is 
difficult to hold to the view in such cases that such persons should be 
barred from participation in the unemployment insurance plan. 


117. This problem has received extensive attention from the Unem- 
ployment Insurance Commission and from the Unemployment Insur- 
ance Advisory Committee almost from the time that the existing plan 
came into effect, without an effective solution. In the early years of 
the plan the problem was not of any consequence because of the high 
level of employment and because of the fact that it took some time 
before benefit rights were built up to a maximum. When the problem 
became more pressing in subsequent years it became correspondingly 
more difficult to deal with. In our view, the matter should not be 
allowed to continue in its present state. 


118. We are convinced that there is some degree of abuse of the - 
basic intention of the unemployment insurance plan on the part of 
persons who have retired from their normal employment and are in 
receipt of adequate pensions. We believe also that if coverage is ex- 
tended to all employees regardless of earnings there will be a sub- 
stantial increase in the number of retired persons covered by the plan 
who have reasonably adequate retirement pensions; thus the extent of 
this type of abuse would increase with this broadening of coverage. 


119. We recommend, therefore, that the pension received on retire- 
ment under an employer-employee pension plan be treated as earnings 
for purposes of determining benefits under the unemployment insurance 
plan. Thus, to the extent that the pension exceeds the allowable earn- 
ings, a deduction would be made from the insurance benefit otherwise 
payable. Having in mind our recommendations concerning rates of 
benefit and allowable earnings, this would permit a pensioner having 
a small pension and being otherwise entitled to benefit in any of the 
earnings classes other than the top class, to draw some benefit, the 
limit being the smaller of the full benefit for his class or the amount 
required to bring his total income from insurance benefit, earnings 
and pension combined to about 75 per cent of his normal earnings 
(or somewhat more in the low earnings classes). For pensioners 
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otherwise entitled to benefit in the top earnings class, the maximum 
benefit available would be the smaller of the full benefit for the class 
or the amount required to bring his total income from insurance benefit, 
earnings and pension combined to $60.00 a week. These figures relate 
to claimants having a dependent; if there is no dependent, the limits 
would be somewhat less. 


120. In the application of regulations of this type, care would 
have to be taken to see to it that employer-employee pension plans 
are not set up in such a way as to permit an employee to retire and 
have his pension deferred until he has had opportunity to exhaust the 
available unemployment insurance benefits. Our recommendation is 
that the basic idea be set out in the Act or in regulations as may be 
considered appropriate, and that power be retained to adopt additional 
regulations to correct any abuses that seem to be growing up by reason 
of attempts to avoid the intention of the provision. 


121. We believe that these regulations should apply to all retirement 
pensions arising out of a contract of service and to income payments 
given as indemnity for a temporary period for lost wages under work- 
men’s compensation or employer sickness or disability insurance plans. 
They should not apply to pensions paid under the Old Age Security 
Act, nor to pensions arising on occurrence of permanent injury, 
whether in respect of military service, under workmen’s compensation 
legislation or under employer-employee insurance plans. 


(c) Suitability of Employment 


122. In some of the presentations made to us it was suggested that 
the rules of the Unemployment Insurance Commission relating to the 
types of employment that would be considered suitable for a claimant 
are not sufficiently flexible. These suggestions seemed to stem from 
the feeling that claimants are allowed to be too selective concerning the 
employment that they will take. It was felt that the Unemployment 
Insurance Commission should be more ready to require persons to 
seek or accept employment in occupations alternative to their principal 
occupation. We have given consideration to these views but we do not 
find that the policies hitherto prescribed by the Commission are open 
to valid criticism. In our view, the purpose of a plan of unemployment 
insurance is to permit the insured persons to tide over a period of 
unemployment without requiring any major upset in occupation, resi- 
dence or living standards. During the time that the insurance benefit 
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is available we believe that it is reasonable to try first to find employ- 
ment opportunities that are close to those that the claimant has been 
accustomed to and are suitable in the light of his experience and recent 
employment history. We agree that after some limited period the 
employment offices might well refer the claimants to alternative em- 
ployments, and we believe that this practice can now be followed 
within the terms of the existing Act and regulations. We do not, there- 
fore, recommend any change in the existing Act or regulations in this 
respect so far as the insurance plan is concerned. We do, however, 
have some views to express in this connection with respect to the plan 
of extended benefits. There we recommend a broader approach to the 
concept of suitable employment than we think is appropriate in an 
insurance plan. 


(d) Failure to Disclose Earnings 


123. The Act provides that the benefit otherwise payable to a 
claimant who has suffered unemployment in a particular week will be 
reduced by the amount of the claimant’s earnings during the week in 
excess of the prescribed amount of allowable earnings. Each claimant is 
therefore required to disclose his earnings for each claim week and 
deliberate failure to do so constitutes fraud on the Fund. There is no 
doubt that some claimants fail to give accurate and complete informa- 
tion concerning earnings but it is impossible to determine the full 
extent of this abuse. It has been pointed out in Chapter Two that of all 
probably fraudulent claims, 80 per cent were due to failure to disclose 
earnings. 


124. To the extent that the earnings arise from insured employment, 
they will be recorded in the claimant’s insurance book and may be 
discovered by a post-audit procedure. We understand that the Unem- 
ployment Insurance Commission now follows a practice of carrying out 
post-audit procedures for a large proportion of claims and thereby 
brings to light many of the cases where earnings were not properly 
reported. We believe that this practice should continue and we recom- 
mend that efforts be made to increase these auditing procedures with 
the objective of checking every case. Such procedures should, eventually, 
eliminate fraudulent concealment of earnings in insured employment 
although there will inevitably be cases where failure to disclose earnings 
arises from ignorance or forgetfulness. 


125. Post-audit procedures based on an examination of the insurance 
books cannot, of course, reveal earnings from own-account work or 
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uninsured employment. There is no one thing that can cure this abuse 
but much can be accomplished by continued vigilance on the part of 
the administrative staff and by extensive inspection of claims in the 
field. If claimants learn that concealment of earnings is difficult and 
that prosecution will follow where concealment is discovered, the extent 
of this abuse should fall. 


(e) Availability for Employment 


126. It appears that many cases occur where a claim is filed by an 
unemployed person who is in fact unavailable for employment. If 
unemployment is heavy it may be impossible to test such claimants 
by an offer of employment and so benefit is paid that should not be 
paid if the true facts were reported. We have no complete solution for 
this problem; no means have yet been devised to ascertain the true 
intentions of a claimant if he does not wish to disclose them. We 
believe, however, that properly designed interviews with claimants may 
yield the true facts in many such cases and we recommend continued 
efforts in this direction. The interviewing officers must however receive 
the full support of their superiors if this technique is to be effective 
and all those having responsibility in connection with the adjudication 
of claims must be imbued with an understanding of the true nature and 
intent of the plan in this regard; namely, that benefit is payable only 
where the claimant is truly available for and capable of employment 
and that justice to the main body of contributors demands that no one 
receive benefits unless clearly entitled to them. 


(f) Information Supplied by Employers 


127. Some submissions made to us have indicated concern with 
respect to the practices followed by some employers in reporting reasons 
for termination to the Unemployment Insurance Commission. It was 
suggested that this information is not accurate or complete in all cases. 
Sometimes cases of voluntary separation are reported as lay-offs, thus 
enabling the person concerned to go on benefit immediately as com- 
pared with suffering a disqualification for up to six weeks. 


128. We believe that it is essential to the proper functioning of a 
scheme of unemployment insurance that all those concerned realize the 
principles on which the plan is based, and pay attention to these princi- 
ples and the part they play in the operation of the plan. We think, there- 
fore, that employers should be diligent to see to it that their reporting 
of the reason for termination of employment is accurate in all cases. 
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We recommend that the Unemployment Insurance Commission under- 
take a vigorous campaign of education aimed at demonstrating to em- 
ployers the importance of accurate reporting. We recommend also that 
the Commission use the power now available to it to prosecute em- 
ployers who can be shown to have supplied false information. There 
can be no justification for employers failing to co-operate in the proper 
administration of the plan. Not only is the basic function of the plan 
thereby destroyed, but those employers who do attempt to follow proper 
practices are placed at a disadvantage in their competition for labour. 


129. In this same connection, it has been suggested that employers 
may at times be reluctant to give accurate and complete information to 
the Unemployment Insurance Commission as regards cause of separa- 
tion because of fear of libel suits by aggrieved employees. We do not 
believe that this fear is well founded or that there is any need for 
statutory provisions making such information privileged communication. 
We are advised that the giving of information pursuant to the require- 
ments of a statute does not expose one to an action for damage for 
libel or slander, even if the information given is not true but is given 
without malice. Accurate reporting in this connection would do much to 
correct abuses arising from certain groups, particularly married women. 


J. Termination Pay 


130. A problem somewhat related to the problem of retired persons 
in receipt of pensions concerns amounts received at termination of 
employment, although the termination may not represent retirement 
because of age. Examples of such payments are payments received as 
bonuses, gratuities or severance pay at termination of employment, and 
holiday pay or credits given to an employee at separation. We believe 
that the principle discussed earlier in connection with retirement pen- 
sions applies to these types of termination pay also and we recommend 
that they be considered as earnings for purposes of benefit payments 
under the unemployment insurance plan. Where a lump sum is received 
on termination, we recommend that the employee be regarded as being 
in receipt of earnings at his normal weekly rate for a number of weeks 
following termination determined by dividing the lump sum by the 
normal weekly rate of earnings. 

131. This recommendation raises a question in connection with 
contributions. If a person who is in receipt of termination pay is 
regarded as being in receipt of earnings at his normal weekly rate for 
a number of weeks following termination of employment and is, as a 
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result, ineligible for benefit during those weeks, should they be con- 
sidered as weeks of employment and so give rise to contributions and 
credits towards future claim entitlement? We recommend that they 
should not be so regarded. 


132. We believe that these various types of termination pay should 
be taken into account as earnings for benefit purposes in recognition 
of the insurance character of the plan we are recommending. An 
employee who receives the equivalent of a number of weeks’ pay on 
termination of employment has suffered no loss of wages by reason 
of that termination, and thus no insurance indemnity should be forth- 
coming unless and until unemployment extends beyond that number 
of weeks. The recognition of this principle does not, however, require 
the creation of a fictitious employer-employee relationship during that 
period with all the administrative and other difficulties that such a fic- 
tion would create. 


K. Waiting Period 


133. Under the present plan the waiting period consists of one week 
in the case of continuous unemployment and the equivalent in financial 
effect in the case of unemployment that is not continuous. While there 
have been some suggestions that this waiting period should be elimi- 
nated and others that the waiting period should be increased, it is our 
view that a waiting period of one week represents a reasonable rule 
in combination with the rule relating to allowable earnings. We believe 
that the retention of a waiting period is desirable since it avoids the 
necessity of processing a large number of small claims and it provides 
an inducement to employees and employers to avoid the odd day of’ 
unemployment. It does not result in a reduction in benefit to claimants 
who suffer long periods of unemployment and exhaust their benefit 
rights. We do not recommend that any change be made in this 
provision. 


L. Merit Rating 


134. A number of the presentations made to us have suggested that 
the experience of individual employers or sometimes of individual 
industries or classes of industries be taken into account and be used 
as a basis for fixing the rate of contribution payable by those employ- 
ers, or employers in the specified industries, as the case may be, to 
the insurance plan. While it was not made clear, we presume that 
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the contribution rates required of the employees of such employers 
would be similarly adjusted. We are aware that procedures of this 
nature are followed in most of the unemployment insurance plans in 
effect in the United States. They are not, however, followed in the 
unemployment insurance plans in any other countries. 


135. We have given consideration to these views but we recommend 
in favour of a general pooling of the risk with contribution rates that 
vary only by earnings class rather than in favour of a method that 
takes into account the unemployment experience arising from individual 
employers or industries. 


136. We believe that the changes we are recommending in the 
insurance plan will substantially remove the factors that lead to the 
suggestion of merit rating. These changes would remove the more 
glaring inequities in the present plan. 


137. We do not propose to discuss in extensive detail the pros and 
cons of merit rating. Much has been written on this subject and a> 
detailed discussion would indeed be a lengthy exercise. It will, we 
think, suffice for present purposes to indicate, as follows, the main 
reasons why we do not recommend the adoption of a system of merit 
rating. 


(1) We favour a system of broad pooling of risk and this is the 
foundation of our recommendation for universal coverage. 
We believe that the frictional unemployment that can properly 
be taken care of by a plan of unemployment insurance is a 
more or less normal phenomenon of a free economic system, 
but it emerges strongly in certain industries and occupations 
in the system and scarcely at all in others. This variation is 
not, however, the result of particular management decisions. 
It is, instead, a function of the basic nature of the industry 
or enterprise and is largely beyond the control of the em- 
ployers concerned. 


(2) A plan of merit rating would have the result of raising the 
contribution rates for some of the basic industries that play 
an important part in Canadian export trade; this would put 
them at a competitive disadvantage in the international 
markets. 


(3) We have not observed any decisive evidence to substantiate 
the claim that the operation of a merit rating system would 
have any significant effect in reducing unemployment. 
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(4) 


(5) 


(6) 


The adoption of any such system would create serious 
administrative problems, particularly in the Canadian scheme 
involving as it does the contributions from employees as well 
as from employers. So far as employees are concerned, the 
risk of unemployment may in some cases vary on the basis 
of seniority or occupation within an industry just as much as 
it does from one industry to another. 


The argument is sometimes advanced that if unemployment 
insurance contributions are adjusted to take into account the 
actual unemployment experience in a given industry, the 
consumers of the product concerned bear an appropriate 
charge for the unemployment related to that particular 
industry. An industry that has high unemployment would 
have to pay high contributions and these in turn would be 
reflected in the price of its product. The argument is that this 
results in a proper economic distribution of the cost of 
unemployment. 


We find that this argument is not consistent with the view 
often expressed that merit rating has its principal justification 
in the incentive it creates to reduce unemployment and thus 
reduce the contribution rate. If the additional charge resulting 
from higher contribution rates is passed on to the consumer, 
then it cannot represent any incentive to the employer. If it 
is not passed on to the consumer, then it does not have any 
effect in spreading the economic cost of unemployment. The 
fact is that it is extremely difficult, if not impossible, to judge 
where the effect of an increase in contribution rates for a 
particular industry will eventually come to rest in the economy. 
Frequently, perhaps usually, this depends upon the nature of 
the product and the nature of the competitive market in which 
the product is sold. Industries servicing the export market 
would be at a particular disadvantage in this respect since 
they are perhaps least able to pass on higher costs to their 
consumers because of international competition. In such cases, 
the result of merit rating would be an increase in the cost for 
export industries by reason of unemployment that is not within 
their control. 


There is some evidence to suggest that the existence of merit 
rating encourages undesirable practices on the part of some 
employers. They may tend to oppose claims merely for the 
sake of improving their position with respect to merit rating. 
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They may oppose socially desirable extensions of the unem- 
ployment insurance scheme for the same reasons, and they 
may indulge in practices relating to hiring. and firing of 
employees designed to minimize the effect on the unemploy- 
ment insurance plan. 


138. In summary, our considerations of the problem has led us 
to recommend that the practice be continued in Canada of a general 
pooling of the risk and the use of rates of contribution that vary only 
by wage classes. 


M. Disqualifications 


139. Under existing practice, if an employee voluntarily leaves his 
employment without just cause, he will be disqualified for benefit for 
from one to six weeks even though his contribution record meets the 
qualification tests. After the expiration of the disqualification period, 
however, he can commence to draw benefit if suitable employment is 
not available, and may then draw his full entitlement if this is less 
than the remainder of his benefit year. Thus the disqualification in such 
cases results in a postponement of benefit but not in a decrease of benefit. 
A postponement of benefit does not, in our view, constitute any real. 
penalty with respect to those members of the labour force who can and 
do move into and out of the labour force at will. 


140. We do not recommend a permanent disqualification from bene- 
fit for persons who leave their employment voluntarily, although the 
view may reasonably be taken that in an insurance plan no indemnity 
should be paid to a person who voluntarily brings about the event that 
he is insured against. We feel that it is important to maintain as much 
freedom as possible for an individual to choose or to change his employ- 
ment when he wishes. It is essential, therefore, to recognize a claim for 
benefit when an employee leaves his employment voluntarily if he can 
show that he had just cause for leaving. However, it is not always easy 
to judge when the. reason for leaving constitutes a “just cause’. We 
believe that to adopt a rule involving permanent disqualification in the 
event of voluntary termination of employment would be too severe a 
restriction on the freedom of movement of employees. On the other 
hand, we feel that the contributors to the insurance plan should not 
be required to bear the full cost of insurance indemnity when an insured 
person brings about the occurrence of the event insured against at his 
own volition. We recommend, therefore, that any disqualification with 
respect to voluntary termination of employment without just cause have 
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the effect not only of postponing the benefit entitlement of the person 
concerned but also the effect of reducing the entitlement to the extent 
of the disqualification. 


141. We recommend also that any disqualification -resulting from the 
refusal of a person to accept an offer of suitable employment should 
similarly become a penalty disqualification rather than merely a defer- 
ment of benefit. 


N. Supplemental Unemployment Benefit Plans 


142. In recent years a number of employers have established plans 
for the payment of supplemental unemployment benefit. These plans are 
usually the result of union negotiation and are designed in such a way 
that when employees of the particular employer are laid off and become 
entitled to unemployment insurance benefits, those benefits will be 
supplemented from a fund established by the employer. The payment 
of the supplemental benefit from the employer’s fund is linked to and 
is dependent upon the payment of unemployment insurance benefit, 
except in some specially defined circumstances. The question arises 
whether this supplemental benefit should be considered as earnings or 
not. If it is considered as earnings, then the effectiveness of the supple- 
mental unemployment benefit plans is greatly reduced since the un- 
employment insurance benefit would have to be reduced to the extent 
that the supplemental benefit exceeds allowable earnings. The argument 
has been advanced, and apparently accepted by the administration, that 
the supplemental benefit payment is not in fact earnings for the 
employee. | 


143. While bearing some superficial similarity to termination pay, 
supplemental unemployment benefit payments are different in several 
important respects. An employee is entitled to the benefits only so long 
as he is unemployed and (subject to minor exceptions) is drawing 
unemployment insurance benefit. Thus he does not have an individual 
personal title to the payments as he would have to termination pay, 
regardless of whether he obtained employment or not. It is difficult to 
hold to the view that the supplemental unemployment benefit payments 
are compensation for work performed by the individual. We are con- 
cerned, however, with the fact that the supplemental unemployment 
benefit, when added to the normal insurance benefit and allowable 
earnings, may sometimes result in an income to the claimant that is 
equal to or even in excess of his normal earnings. In such cases, there 
is little incentive for the unemployed person to seek alternative employ- 
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ment even on a short-term basis, and the obstacles placed in the way of 
the Employment Service in its effort to find work for the claimant are 
great indeed. The existence of such plans may thus defeat the con- 
siderations taken into account in fixing the rate of benefit in relation 
to normal earnings and in determining the amount of allowable 
earnings. 


144. Whatever may be the arguments concerning whether these 
supplemental payments are earnings or not, we believe that if they are 
large they tend to threaten the proper functioning of the unemployment 
insurance plan. We believe also that the increases we are recommend- 
ing in the benefit rates and the addition of another wage class will, to 
a considerable extent, remove the need for supplemental payments. 


145. We recommend, therefore, that supplemental unemployment 
benefit payments to which any claimant is entitled, or to which he would 
be entitled if in gas of unemployment insurance benefits, be treated as 
though they were earnings for purposes of computing the benefit payable 
from the unemployment insurance plan, subject, however, to a special 
provision applicable to claimants in the top earnings class. 


146. In the top earnings class the sum of the weekly benefit rate and 
the amount of allowable earnings, both in accordance with our recom- 
mendations, is equal to 75 per cent of the weekly earnings at the 
bottom of the earnings class for claimants with a dependent and to 
564 per cent of those earnings for claimants without a dependent. 
However, where the claimant is in receipt of normal weekly earnings 
above the minimum of the class, the ratio of the sum of benefit and 
allowable earnings to normal earnings would be lower. We do not 
think that it would interfere with the proper operation of the insurance 
plan if supplemental unemployment benefit payments were permitted to 
the extent necessary to permit the total income to reach these percentages 
in terms of the actual weekly earnings. 


147. We recommend, therefore, that for claimants in the top earn- 
ings class the unemployment insurance benefit be the smaller of the 
benefit that would be paid apart from the supplemental unemployment 
benefit plan or the amount necessary to provide the claimant with a 
total income for the week from earnings, supplemental unemployment 
benefit and unemployment insurance benefit combined, equal to 75 per 
cent of his normal weekly earnings if he has a dependent and 564 per 
cent of his normal weekly earnings if he has no dependent. For this 
purpose, we recommend that the normal weekly earnings be taken as 
the average weekly rate of earnings over the period used to determine 
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the rate of insurance benefit, ignoring the maximum limitation used 
for the insurance plan; i.e., $80.00 a week under our recommendation. 
The application of this rule would, of course, require the administration 
to obtain additional information as to the earnings of the claimants 
concerned, since the contribution record under the unemployment 
insurance plan would classify the top earnings group as merely $80.00 
a week and up. 


148. For a claimant in the top earnings class whose normal earnings 
are, say, $100.00 weekly, the maximum unemployment insurance 
benefit available according to our recommendations would be $48.00 
a week if he had a dependent. The rule that we recommend as respects 
supplemental unemployment benefit payments would permit such a 
claimant to draw supplemental unemployment benefit payments up to 
$27.00 a week without reduction in the unemployment insurance benefit 
(assuming that there were no earnings during the week). Any higher 
supplemental unemployment benefit would result in a corresponding 
reduction of unemployment insurance benefit. 


O. Continuation of Benefit when Claimant Directed to Training Course 


149. We believe that it would be appropriate, where a claimant has 
been directed to take a course of training, to make use of the general 
vocational training programs that are now being developed. Such per- 
sons should, we believe, become eligible to draw training allowances 
while taking a training course and should not continue to receive un- 
employment insurance benefits. Retraining of the work force is a matter 
of community interest and can reasonably be expected to be carried 
out at the expense of the community rather than at the expense of 
the Unemployment Insurance Fund. In providing training facilities 
for an unemployed person, the community is attempting to make it 
possible for him to re-enter the labour force and thus become a pro- 
ductive member of the community. He is no longer in a state of unem- 
ployment such as is contemplated under the unemployment insurance 
plan. 


150. It has been suggested too, that there is the possibility of empha- 
sis being placed on finding a job for an insurance claimant as compared 
with referring him to a training course, even though the latter might 
be the best both for the claimant and the community in the long 
run. The former action might be taken because of a desire to reduce 
the claim load on the insurance plan. We believe it desirable to avoid 
any possible conflict of interests of this nature. We recommend, there- 
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fore, that where claimants are directed to training, living allowances be 
provided as part of the general vocational training program and unem- 
ployment insurance benefits be discontinued. 


P. Labour Disputes 


151. Under the existing plan insured persons who have lost their 
employment by reason of a labour dispute in which they have taken 
some part or have some interest are not eligible for benefit. The re- 
fusal to cross union picket lines is considered to be evidence of taking 
part in the labour dispute that has led to the establishment of those 
lines. We believe that this rule is sound and should apply whatever 
the reason given for failure to cross the picket lines. Sometimes em- 
ployees fail to cross picket lines by reason of threats of force, real or 
alleged. If an exception is made for such cases, we believe that an 
inducement is created to the use or threat of force on a picket line, 
since non-striking employees who refuse to cross the picket line would 
then be eligible for insurance benefits; furthermore, we do not think 
that the administration can undertake to determine whether the threats 
were real or not. A further important consideration is that the use 
of force on picket lines is illegal; the remedy is a proper enforcement 
of the law, not an overt condoning of the illegal action by payment of 
benefits under another statute. 


152. A further problem has arisen in connection with labour dis- 
putes; this relates to a labour dispute that affects a number of different 
premises. It appears that interpretations of the existing legislation re- 
quire that a labour dispute that affects a number of different premises 
be treated as a separate dispute at each of these premises. The conse- 
quences of this interpretation have been extensive and costly both in 
terms of benefit paid and in administration expense. 


153. The main problems have arisen in connection with the con- 
struction industry where several different unions may have master 
agreements with an association of contractors and where there may be 
many different premises within the area covered by the agreements. 
Where a dispute arises under one of these agreements it is, of course, 
a dispute involving all members of the union in the area covered by the 
agreement. If a work stoppage occurs at one or more premises by 
reason of the dispute, all members of the union concerned who lose 
their employment as a result of the dispute are ineligible for benefit; 
so far there is no special problem. The difficulty arises in connection 
with sympathizing workers who participate in the dispute by refusing 
to cross picket lines at one or more projects. We recommend that any 
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such refusal by workers of a given grade or class at any project consti- 
tute participation in the labour dispute by all workers of that grade 
or class not only at the project where the refusal took place (which 
is the present rule) but also at all other projects in the area covered 
by the agreements that gave rise to the original dispute. 


Q. Rates of Contribution 


154. In earlier sections of this chapter we have discussed the method 
of collecting contributions with particular attention to the determina- 
tion of earnings classes and the use of a contribution record as a meas- 
ure of attachment to insured employment. However, no reference 
has been made to rates of contribution. 


155. The determination of rates of contribution—i.e., the premiums 
for insurance coverage—must necessarily await the determination of 
the other features of the plan. The contribution rates must be such as 
to provide enough revenue to meet the benefit payments as these average 
out over a period of years. They must, therefore, be based not only on 
the terms of the plan but also on some assumptions concerning the 
economic climate within which the plan will likely have to operate. 
The economic climate involves both the level of employment and the 
level of unemployment; the level of employment will determine the 
revenue yielded by any particular set of contribution rates and the level 
of unemployment will determine, in general, the benefit load to be 
carried by the plan. 


156. As respects the revenue of the plan, past experience shows that 
changes in employment conditions such as those occurring in recent 
years have had but little effect. Revenue has changed little from year 
to year apart from changes in contribution rates. The average number 
of contributions per person per year has remained practically constant 
even in the face of relatively wide swings in unemployment. There has 
been some increase in the absolute amount of revenue by reason of 
the normal growth in the insured population and increases in salaries 
and wages, but this can be ignored for present purposes since such 
influences would be offset by corresponding growth on the benefit side. 


157. As respects the benefit load to be carried by the plan, it may 
be noted first that the number of unemployed persons in the labour 
force is not synonymous with the number of persons drawing benefit 
under the insurance plan. Some persons may be unemployed but 
unable to qualify for benefit; some may have exhausted their insurance 
benefits and still be without work; some may be drawing benefit though 


150 


CONCLUSIONS AND RECOMMENDATIONS 


not seeking employment and so not declaring themselves as “unem- 
ployed” in the Labour Force Surveys. However, experience shows that 
there is a strong correlation between the number of unemployed persons 
in the labour force and the number of persons on the unemployment 
insurance benefit rolls. 


158. It is impossible to predict the levels of unemployment in future 
years with any degree of confidence. About all that can be done in 
this regard is to determine from past experience and a projection of 
known trends, some probable range within which future unemployment 
experience may lie. However, as will appear, we do not think it necessary 
to settle upon any precise figures as to future unemployment experience, 
having in mind the present condition of the Unemployment Insurance 
Fund, the existing contribution rates and the changes that we are recom- 
mending in the plan. For the reasons outlined below, we are led to 
recommend the continuation of contribution rates at approximately the 
existing levels (subject to the adoption of a suitable rate for the new 
top earnings class) until experience shows an improvement in unem- 
ployment rates as compared with the recent past, and until some reserve 
is accumulated in the Fund. 


159. As a first move, calculations were made to determine the 
probable benefit load that would result if the terms of the plan were 
changed in accordance with our recommendations and on the basis of 
several different assumptions concerning future unemployment expe- 
rience. Calculations were also made to determine the probable annual 
revenue resulting from the present level of contributions having in mind 
the broader coverage we are recommending and the addition of a new 
wage class. The calculations were based on the assumption of a con- 
tribution of $1.05 per week from each person in the new top wage 
class, with an equal amount from his employer. This rate was used in 
the calculations since it bears approximately the same relationship to 
the proposed benefit rate for the new class as existing contribution rates 
in the other classes bear to the proposed benefit rates in these classes. 
As a result of these calculations, it appears that the present contribu- 
tion rates, with an appropriate comparable rate for the new top class 
of $80.00 a week and up as noted above, would support the plan that 
we are recommending over the next several years even if the average 
rate of unemployment should be as high as 6 per cent. 


160. An average rate of unemployment of 6 per cent over a period 
of years is a very high rate indeed and it is strongly to be hoped that 
the actual rate of unemployment in future years will be substantially 
less. However, we could not ignore the fact that past experience has 
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shown that the actual rates of unemployment have exceeded this level 
and have remained high for at least a short period of years. We con- 
sidered also, that in making calculations to determine the effect of the 
changes that we are recommending in the terms of the plan, some degree 
of uncertainty is inevitable. Such calculations must be based on adapta- 
tions of past experience but it can never be known in advance, with 
certainty, how the insured population will adapt to a revised plan. 
For example, the revision in the qualification rules for benefit, partic- 
ularly in comparison with the present qualification rules for Seasonal 
Benefit, may result in a considerable change in work patterns; this 
would result in a benefit load different from that expected on the basis 
of past experience. Also, the Unemployment Insurance Fund is virtually 
exhausted and it is highly desirable that some reserve fund be built up 
as quickly as possible. 


161. Having the above considerations in mind, we recommend a 
continuation of the contribution rates and wage classes at approximately 
the existing levels, subject to the changes mentioned earlier in con- 
nection with partial weeks of employment, the addition of a new class 
to cover those earning $80.00 a week and up (with a contribution rate 
related to the higher benefit), and the amalgamation of the two lower 
classes into one. It may be, of course, that administrative requirements 
will call for some minor.revisions in earnings classes and contribution 
rates to implement our recommendations. We see no objection to such 
revisions so long as the general levels are maintained. 


162. Should experience in the next few years prove to be favourable, 
opportunity will be afforded for the Fund to accumulate some neces- 
sary reserves. When the reserves have reached a reasonable level, we 
believe that the contribufion rates should be adjusted to prevent undue 
growth in the size of the reserves. It would not be appropriate for us 
to attempt, now, to fix any particular level at which reserves are to be 
considered adequate; this can be judged only from time to time in the 
light of the then existing circumstances. However, we believe that a 
close watch should be kept on this aspect of the plan by those responsible 
for its financial management and we believe also that appropriate 
adjustments should be by way of adjustments to the contribution rates 
rather than to the benefit structure. This is not to say, of course, that 
changes in the benefit structure may not be considered advisable from 
time to time in the future. It is important, however, to emphasize that 
changes in the benefit structure if they are made should be based on 
the merits of the case and should not be made merely as a means of 
using up some excess moneys in the Fund. 
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163. It is possible that in a particular year unemployment experience 
might be such as to cause the benefit load to rise above the income 
of the year and to exhaust the Fund. To meet this eventuality, we 
recommend that power be provided in the legislation to permit the 
government to advance money to the Unemployment Insurance Fund 
by way of loans to tide it over such periods. The Fund would have the 
responsibility of repaying such loans from excess income in good years. 
Those responsible for the financial condition of the Fund would have 
to see to it that the contribution rates determined from time to time 
were sufficient to enable the Fund to meet its current obligations and 
to repay any such loans that may have been contracted. Having in 
mind our proposed comprehensive program for the support of the 
unemployed, we believe that it is extremely important to see to it that 
the insurance part of the program is maintained on a solvent, self- 
supporting basis. 


R. Unemployment Insurance Fund 


164. The Unemployment Insurance Act established an Unemploy- 
ment Insurance Fund to which is credited all moneys received by way 
of contributions, and against which is charged all moneys required to pay 
benefits. Pursuant to the Act, any amounts standing to the credit of 
the Unemployment Insurance Fund may, on requisition of the Unem- 
ployment Insurance Commission, be applied to purchase obligations of, 
or guaranteed by the government of Canada, and any such obligations 
so purchased are considered to be assets of the Unemployment In- 
surance Fund. The investments are made by the Minister of Finance 
subject to the authorizations of an Investment Committee consisting of 
the Governor of the Bank of Canada, one member nominated by the 
Minister of Labour and one member nominated by the Minister of 
Finance. 


165. By reason of the low levels of unemployment during the years 
of World War II and for some 10 years subsequent to the end of that 
war, the assets of the Unemployment Insurance Fund increased 
rapidly and there were large amounts invested in accordance with the 
provisions of the Act. In the early years, the investments were in bonds 
of quite short maturities, but as the Fund increased in size and when 
the transition from a war-time economy to a peace-time economy was 
made without major unemployment, the maturities were somewhat 
lengthened. 


166. In the nine years from March 31, 1947 to March 31, 1956 
there was no significant change in the average maturity of the bonds 
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held by the Fund; the maximum average maturity at any point during 
that period was slightly over nine years and the minimum about seven 
and one-half years. At March 31, 1956 the average maturity was 
about eight years. Having in mind that the Fund was then very large 
(it amounted to more than $800 million at March 31, 1956) and 
that the Fund had shown increases in every year except one since 
the inception of the plan, we believe that this average maturity was rea- 
sonable and provided ample protection against possible future reduc- 
tions in the Fund in years of heavier unemployment. On the other 
hand, we feel that the most prudent course, from the point of view 
of the Fund itself, was not followed in the fiscal year ended March 31, 
1957 when almost $70 million worth of bonds were bought having 
a term longer than 20 years; of this amount $50 million was invested 
in bonds having a maturity of 40 to 42 years. 


167. The greatest alteration in the portfolio took place in the fiscal 
year ended March 31, 1959 during which the very large 1958 Conver- 
sion Loan took place. The Fund disposed of its entire holdings of 
3% Victory Bonds maturing from 1959 to 1966, amounting to more 
than $402 million and purchased more than $306 million of various 
Conversion Loan new issues with a considerable lengthening of maturity. 
This transaction took place in a year when the Fund was declining 
rapidly under the impact of much heavier unemployment than had been 
experienced for many years. Indeed, about 25 per cent of the new 
Conversion Loan issues so acquired had to be sold before March 31, 
1959 to raise funds to meet the rising benefit load. However, we believe 
that the course of action taken by the Investment Committee was 
practically inevitable when one considers the atmosphere and publicity 
surrounding the Conversion Loan at the time. A nation-wide effort, 
backed by the full weight of the federal government and supported 
generally from coast to coast, resulted in a very large percentage of 
Victory Bonds issued during World War II being exchanged for longer 
term, higher yielding government bonds—a desirable result for federal 
debt management. It seems unlikely that the Investment Committee 
could have done other than dispose of its 3% Victory Bonds and give 
strong support to the Conversion Loan operations in the summer and 
fall of 1958. 


168. Over the entire period from the inception of the Fund to the 
present time, net losses of $30,517,000 were suffered by the Fund on 
sale of securities. Further losses of approximately $35 million would 
have been suffered except for the action taken in September 1961, when 
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all of the securities held by the Fund were exchanged for interest- 
bearing, non-marketable securities specially issued by the government of 
Canada pursuant to Order in Council, P.C. 1961-1396, for purposes of 
the exchange. The exchange was based on the amortized cost price 
of the bonds held by the Fund, the new securities having a par value 
equal to that amortized cost price and being redeemable at par on 
demand, subject to 30 days’ notice. The possibility of further losses on 
sale has thus been avoided. 


169. The losses on sale actually suffered should be considered in 
relation to the fact that the Fund earned over $306 million of interest 
from its inception to March 31, 1961. Thus the losses sustained on sale 
of securities were only about 10 per cent of the interest earned. If the 
Fund had been invested exclusively in bonds of five years or less in 
term over its entire history, it would have suffered practically no losses 
on sale but it would not have earned as much as $275 million of 
interest, this being approximately the amount of interest earned less 
the losses suffered. Accordingly, it is clear that the losses on sale of 
securities have had relatively little to do with the main problem that 
we have been asked to deal with; i.e., the fact that contributions have 
been far lower than benefits paid since the fiscal year ended March 
31,1957. 


170. As respects the future management of the Fund, we recommend, 
as a permanent policy, the approach adopted pursuant to the Order in 
Council referred to above whereby moneys standing to the credit of the 
Unemployment Insurance Fund and not required to meet current benefit 
payments may be invested in interest-bearing, non-marketable securities 
of the government of Canada redeemable on demand subject to 30 days’ 
notice at par plus accrued interest. We believe that it would be appro- 
priate to fix the rate of interest on such securities on a basis similar to 
that described in the Order in Council referred to. This provides for the 
use of a yield approximating the yield on outstanding government bonds 
of three-year maturity. 


171. If this plan of investment is adopted in substitution for the 
present provisions of the Unemployment Insurance Act in that respect, 
the Unemployment Insurance Fund will not again be involved in ques- 
tions relating to the management of the federal debt. Also, in these 
circumstances, we do not think that it would be necessary to have an 
Investment Committee. 


172. Having in mind the revised circumstances resulting from this 
change in investment procedure, we think it would be desirable that 
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there be a statutory requirement on the Unemployment Insurance Com- 
mission to prepare a financial statement showing in a full and complete 
manner the condition of the Fund at the end of each fiscal year and the 
income and expenditure occurring during the year. We think also that 
this statement should be certified by the Auditor General and should 
be placed before Parliament as soon as may conveniently be done 
following the date of its preparation. The revised investment procedure 
would, of course, remove problems relating to the valuation of assets 
and to this extent the problem of preparing a full statement of affairs 
would be less difficult than it once was. Nevertheless, we believe that it is 
desirable in principle that an audited statement be laid before Parliament 
annually. The present provision calling for a report by the Minister of 
Finance would then not be necessary. 


173. In Appendix I, certain charts are shown illustrating the maturity 
dates of bonds held by the Fund from time to time. 


Ii. A PLAN OF EXTENDED UNEMPLOYMENT BENEFITS 


174. The amendments to the existing unemployment insurance plan 
as outlined in the foregoing section are intended to reshape the plan 
to enable it to carry out effectively the functions appropriate to a plan 
of unemployment insurance in a general program of support for the 
unemployed. The recommendations we are making would result in the 
insurance plan bearing the first impact of unemployment but the first 
impact only. The insurance plan would not be concerned with unem- 
ployment that has extended beyond a reasonably short period or unem- 
ployment that occurs in a repetitive seasonal pattern. 


175. We recommend that a plan of extended benefits be instituted to 
absorb the main impact of unemployment that has extended beyond 
the area covered by the insurance plan, the cost to be met by the federal 
government from its general taxation revenues. Although we refer to 
this as a plan of extended benefits, we have in mind that benefits under 
this plan would be available in certain cases to persons who are unem- 
ployed because of a repetitive seasonal pattern in their occupation. 


176. The main purpose of the plan of extended benefits would be 
to assume the burden of unemployment that has extended beyond the 
period that can properly be dealt with on an insurance basis. The 
operation of such a plan would be accompanied by bringing to bear the 
full effort of a national employment program on the problems that are 
causing this extended unemployment. The plan of extended benefits 
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would occupy a middle position between unemployment insurance and 
an assistance plan; it would thus relieve the public assistance plans of 
what would otherwise be a serious burden of additional claims. 


177. We have given consideration to the possibility of a program 
of support for the unemployed that consists of only two parts, namely, 
an insurance plan and a needs-test assistance plan, but, in our view, 
an intermediate plan is necessary. In the absence of an intermediate 
plan, the inevitable results will be either pressure on the insurance plan 
to try to make it assume more and more of the load, or an additional 
burden on the assistance plan beyond the administrative capacity of 
existing organization and beyond the financial ability of some of the 
provinces and municipalities that share in the cost. We believe that 
the present difficulties of the unemployment insurance plan are to a 
considerable extent the result of efforts to stretch the plan to cover 
cases and provide benefit that should not have been swept within an 
insurance plan but were beyond the capacity of the existing assistance 
plans. 


178. We believe that by instituting a plan of extended benefits along 
the lines that we will outline, the insurance plan will be enabled to 
maintain its validity as an insurance undertaking, the assistance plans 
will not be swamped with additional claims and attention can be 
focussed on unemployment that has reached a serious or chronic stage. 


179. We think that extended benefits should be available only in 
cases where unemployment has become a serious problem. Thus the 
plan should be concerned only with persons who can show by their 
employment history that working as employees in an employer-employee 
relationship is a normal and substantially important part of their working 
life, and who are suffering some special unemployment problem. To 
accomplish this, we would limit eligibility to those who have qualified 
for unemployment insurance but have exhausted their insurance benefit 
and to some classes of those who have qualified for insurance benefit 
but are unable to draw benefit because of the operation of the special 
seasonal regulations we have described earlier. 


180. In line with our philosophy of universal coverage under the 
insurance plan this would mean that all persons occupying the employee 
side of an employer-employee relationship would be possible benefi- 
ciaries under the plan once they had established some minimum period 
in that position. Thus persons who have occupied the position of 
employees for only a short time or to an inconsiderable extent, persons 
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who are working as employees in occupations still excluded from 
insurance coverage for administrative reasons, and the self-employed 
would be excluded from eligibility for the tax-supported extended bene- 
fits. While some may argue that there are inequities in providing tax- 
supported benefits for some members of the community who are unable 
to find suitable empleyment and not for others, we believe that, as a 
practical matter, there-must be objective rules for determining eligibility 
for any plan of tax-supported payments. The plan of payments that we 
have in mind is related directly to the problem of unemployment that 
affects persons in an employee relationship. Consequently, we believe 
that the objective tests should require evidence that this relationship has 
existed in any individual case long enough to raise a reasonable pre- 
sumption that this is his normal, or at least an important part of, his 
working life. It is most important, in our view, to avoid any situation 
where individuals could become eligible for tax-supported benefits on 
the basis of an inconsiderable period spent in an employee relationship. 


181. It is to be noted too, that under this approach, no one would 
become eligible for extended benefits until after he had exhausted his 
unemployment insurance benefits; i.e., the provision he has made in 
co-operation with other employees to cover the first impact of 
unemployment. 


182. An important aspect of eligibility relates to young persons who 
are just entering the labour market. If unemployment conditions are such 
that many of these young persons find it impossible to obtain suitable 
employment, the view may perhaps be taken that some benefit payments 
should be made to support them until employment becomes available. 
We believe strongly that the problem of placing young persons in the 
labour market is one that requires extensive study and action but we do 
not think that it can or should be solved on the basis of any series of 
regular benefit payments. Instead, we believe that this is the group where 
training, relocation and general guidance and direction is of most 
importance. Thus we recommend that persons under the age of 18 
be excluded from eligibility for extended benefits; we have recommended 
earlier that this age group should be excepted from coverage for 
unemployment insurance. 


183. With respect to employments that are not eligible for coverage 
under the insurance plan and so would not be eligible under the plan of 
extended benefits, the exclusion arises solely by reason of administrative 
problems. We believe that efforts should continue to,reduce these 
problems and extend the coverage to the maximum extent possible. 
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184. The payment of benefits under the extended benefits plan would 
be based on the concept of presumed need by persons who have been 
unefnployed for some time or who regularly suffer seasonal unemploy- 
ment. Pensions under the Old Age Security Act are similarly based on 
the concept of presumed need; consequently, we do not believe that the 
community should undertake to make additional payments, under the 
extended benefits plan, to persons who are in receipt of such pensions. 
We contemplate also that the extended benefits plan would not provide 
for payment of benefits to a married woman who is not the sole support 
of her household. We believe that the community may reasonably under- 
take to assist the head of a household after he or she has been subjected 
to a period of unemployment beyond the duration of insurance benefits 
but we do not think that there is the same obligation to a married 
woman who is not the sole support of the household, at least without 
proof of need. 


185. We recommend, therefore, that eligibility for extended benefits 
be limited to persons covered by the unemployment insurance plan 
exclusive of persons over the age of 70 who are in receipt of pension 
under the Old Age Security Act, and married women who are not the 
‘sole support of their households. 


186. As noted in our reference in Chapter One to a plan of extended 
benefits, we do not believe that extended benefits should continue with- 
out limit. We gave careful consideration to the problem of an appro- 
priate period and we considered both the possibility of a uniform period 
for all persons and a period that would be related in some broad way to 
the individual’s own record of attachment to employment. We have 
concluded that in order to achieve some degree of equity amongst various 
classes of employees and to direct the application of the moneys 
expended in payment of extended benefits to the classes of employees 
for whom such benefits are most justifiable, the period of benefit available 
to any individual should be related to his own work record. We 
recommend that the maximum period of extended benefits available to 
any individual be one and one-half times the period of insurance benefit 
to which he was entitled in his last preceding insurance benefit period. 
The period of entitlement to insurance benefit would vary from a 
minimum of 10 weeks to a maximum of 26 weeks under the formula 
that we are recommending. Thus entitlement to extended benefits would 
vary from a minimum of 15 weeks to a maximum of 39 weeks. 


187. We contemplate that eligibility for extended benefits would 
commence immediately upon the termination of a benefit period estab- 
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lished under the insurance plan. Under that plan a benefit period will 
terminate either at the expiration of 12 months from the establishment 
of the benefit period, or on exhaustion of the benefit entitlement within 
the benefit period, if that occurs earlier. Entitlement to extended benefits 
would begin immediately on the termination of the insurance benefit 
period and would continue for a further period equal in duration to the 
maximum entitlement to extended benefits in accordance with the above 
formula. No extended benefits would be available beyond a period 
measured by adding to the end of the insurance benefit period the full 
entitlement for extended benefits. 


188. In the normal functioning of the insurance plan, a claimant 
who is still unemployed when he reaches the end of his benefit period 
is immediately tested to determine his eligibility for the establishing of a 
new benefit period. If he has a record of the required number of con- 
tributions, he may be able to requalify immediately. If not, he would 
become eligible for benefit under the plan of extended benefits and would 
continue under that plan until his rights to extended benefits had been 
exhausted or until he became employed. When the claimant becomes 
employed, the payment of extended benefits would end; but should he 
again become unemployed and be unable to establish a claim under the 
insurance plan, payment of extended benefits would be resumed if the 
period of extended benefits established at the end of the preceding 
insurance benefit period has not then been exhausted. 


189. The rate of benefit payable under the extended benefits plan 
should, we think, be the same as the rate of benefit to which the claimant 
was entitled under the insurance plan and we believe that the terms of 
payment should be similar; i.e., the benefit payment in any week should 
represent the maximum benefit to which the claimant is entitled in 
accordance with the terms of the insurance plan, less any earnings 
during the week in excess of the allowable earnings as prescribed by the 
insurance plan. Some consideration was given to the possibility of 
providing a reduced rate of benefit during the period of extended benefits 
as was done under the program of Supplementary Benefit instituted in 
1950. However, for both administrative and social reasons we favour the 
continuation of the rate of benefit established under the insurance plan. 


190. We do not contemplate that a claimant would be required to 
serve a waiting period between the termination of his regular benefit 
and the commencement of extended benefits. If unemployment is con- 
tinuous, we contemplate that, when regular benefits have been exhausted, 
the claimant would be transferred directly to extended benefits. 
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191. The above paragraphs outline in broad terms the nature and 
the operation of a plan of extended benefits to absorb the impact 
of the longer term unemployment. We consider, however, that the plan 
of extended benefits should be used also to perform another service. 
This relates to unemployment of a repetitive seasonal character. 


192. In our comments relating to the insurance plan, we recom- 
mended that the employment record of each claimant be examined 
over a period of two years preceding the claim and that where this 
record shows a gap in the contributions for a period of five or more 
weeks falling in the same place in the calendar in two successive years, 
the period be considered as establishing an off season for the claimant 
concerned. He would then be disqualified for the receipt of insurance 
benefit during that off season. We recognize that the adoption of 
regulations of this nature would sharply restrict the insurance benefits 
for many persons who are now regularly receiving them. However, as 
noted previously, we believe that this type of unemployment is not 
appropriately included under an insurance plan. It cannot be considered 
as a risk, arising as it does with certainty in a repetitive fashion year 
after year, and the individual concerned cannot reasonably look to an 
insurance fund to compensate him for lack of wages during a time 
when, according to his own record, he would not normally have been 
working. 


193. Although it may be suggested that persons occupied in seasonal 
employments receive a higher rate of remuneration in recognition of 
the seasonal nature of the employment, we doubt that the higher rates 
of remuneration are such as to take fully into account the fact that 
the employment continues for part of the year only. In many cases, 
persons who are occupied in seasonal employments are, unquestionably, 
in need of employment during the off season to enable them to maintain 
a reasonable standard of living. Furthermore, for many persons whose 
work record exhibits a seasonal fluctuation, the employments con- 
cerned are not in themselves directly affected by weather or other sea- 
sonal conditions, but the seasonal fluctuation is a result, transmitted 
through perhaps one or more intermediate industries, of effects of the 
season on some aspect of the industrial organization. While it may be 
held that the unemployment in question is not properly the subject 
of insurance, nevertheless it constitutes a problem that the social and 
economic system must deal with and solve. To some extent, then, the 
view can be taken that seasonal unemployment occupies a position 
similar to that of extended unemployment in exhibiting a social and 
industrial problem that should be the subject of vigorous attack using all 
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the tools available in a national employment program. Thus we think 
that unemployment established as seasonal in character and so ineligible 
for benefit under the insurance plan, should, in suitable circumstances, 
enable the person concerned to qualify for benefit under the plan of 
extended benefits. 


194. Since the plan of extended benefits that we propose would be 
supported from taxation revenues and thus by the community as a 
whole, we believe that the benefit payment should be restricted to 
those who can reasonably be held to merit community support in this 
way. Thus with respect to claimants who are disqualified from receipt 
of insurance benefit by the seasonal regulations, we recommend that 
eligibility for extended benefits be restricted as already noted in con- 
nection with claimants who have exhausted their insurance benefits. 
Furthermore, persons who normally work for the major part of the 
year and who have an off season of relatively short duration can rea- 
sonably be expected to provide for their year-round needs from their 
own work and we do not believe that the community need step in to 
provide support. 


195. We recommend, theretore, that persons who are disqualified for 
receipt of insurance benefit by the operation of the seasonal regula- 
tions be eligible for receipt of extended benefits during the period of 
disqualification if they fall within the classes of persons who would 
be eligible for extended benefits on exhaustion of their insurance bene- 
fit; subject however to the further condition that such persons be 
permitted to draw extended benefits in this way only if they have 
worked for less than 40 full weeks in insured employment in the 
52 weeks preceding the disqualification. We believe that any person 
who has a seasonal pattern of 40 complete weeks of employment or 
more can reasonably be expected to carry through the remainder of 
the year on his own resources. 


196. It would be inequitable, however, to pay a substantial amount 
of extended benefit during off-season unemployment to a person who 
had, say, 39 weeks of employment in the preceding 52 weeks and to pay 
no such benefit at all to the person who had only one additional week of 
employment. To meet this situation, we recommend that under the 
extended benefits plan, benefit during off-season unemployment be 
allowed for no more than the smaller of the number of weeks indicated 
by the formula or the difference between 40 and the number of weeks 
of employment in insured employment in the 52 weeks preceding the 
claim. 
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197. As mentioned earlier, the maximum duration ef extended bene- 
fits would be one and one-half times the entitlement to insurance bene- 
fit in the preceding insurance benefit period. We recommend that any 
extended benefits paid during seasonal disqualification be deducted from 
the entitlement to extended benefits available at the end of that benefit 
period. We recommend also that all conditions applying to the payment 
of extended benefits following the termination of an insurance benefit 
period, apply equally to the payment of such benefits during a period 
of seasonal disqualification. 


198. The above paragraphs describe a general plan of extended 
benefits and outline the place that it would hold in a program of benefit 
payments for support of the unemployed. We wish to emphasize, 
however, that in our view the payment of extended benefits during a 
period of unemployment: that has lasted beyond the duration of regular 
insurance benefits should not be the sole action taken by the community 
to deal with the problem, or indeed should not be the most important 
action. Since the justification for these benefit payments at public 
expense is that the unemployment in question reflects a basic problem, 
either in the operation of the economy or as respects the individual 
concerned, we believe that the payment of benefits should be accom- 
panied by the most active possible program designed to remove the 
causes of this unusual unemployment. 


199. Calculations made for the Committee indicate an annual cost 
for the plan of extended benefits of the order of $150 million on the 
basis of unemployment rates comparable to those that have been expe- 
rienced in the last few years. In accordance with our recommendation, 
this amount would be met by the government from its general taxation 
revenues. However, we have recommended that the present government 
contribution to the unemployment insurance plan be eliminated. In 
1961-62 this amounted to $55 million. Therefore the net extra burden 
on general taxation revenues would be of the order of $95 million. 
This may be compared with an average reduction in the Unemployment 
Insurance Fund of over $160 million a year in the last five fiscal years. 
Now that the Fund is virtually exhausted, this means of financing the 
current costs of unemployment insurance is no longer available and 
substantial new sources of revenue would have to be found in any case. 
To the extent that unemployment in the future is less than recent 
experience, and to the extent that the effectiveness of the National 
Employment Service is increased under our recommendations, the cost 
of the extended benefits plan would be reduced. 
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200. We believe that the National Employment Service should 
consider that the payment of extended benefits in any circumstances 
reflects problems either in the economy or as respects individuals, and 
the most vigorous efforts should be made to solve these problems. 
We believe that far greater emphasis should be placed than has yet 
been placed on the vigorous development of the National Employment 
Service; on the problem of adjustment to technological changes; on 
retraining programs; on problems of occupational and individual shifts; 
and on all other matters falling within a comprehensive national employ- 
ment program. Any such program, properly constituted, would require 
extensive research, extensive accumulation of and dissemination of 
information, and the co-ordination of all existing efforts concerning 
the efficient utilization of manpower. 


201. If the community is to support a plan of extended benefits 
payable to persons who are suffering unemployment beyond a minimum 
amount, the community also would be most unwise if it did not exercise 
every effort to remove the causes of the unemployment in question, and 
thus eliminate the need for the extended benefit payments. In essence, 
the community would have a choice between bearing the expense of 
the extended benefits or investing enough in the way of effort, initiative 
and enterprise to solve the problems that give rise to the need for 
extended benefits. For a period, both efforts may be necessary but it 
would be hoped that emphasis on the latter approach would gradually 
lead to decreases in the need for extended benefit payments with the 
consequential enormous advantages in the way of social and economic 
betterment. | 


202. We wish to emphasize in the strongest possible way that a plan 
of extended benefits supported from general tax revenues such as we 
have outlined can be justified only if it is accompanied by vigorous and 
effective action to discover and remove the causes of the unemployment 
in question. 


203. In studying this problem, we have very much in mind that, 
for some proportion of the labour force, seasonal employment is not 
only the normal working pattern but the desired working pattern, and 
the persons concerned do not in fact desire full-time year-round work. — 
We do not think it is the function of either an insurance plan or a plan 
of extended benefits to compensate persons who normally work in a 
seasonal pattern and who do not have any real desire to obtain employ- 
ment during the off season. 


204. We believe also that since the cost of extended benefits would 
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be borne by the general taxpayer, the persons receiving these benefits 
can reasonably be expected to exercise diligence in seeking employment 
and to exhibit readiness to take employment of which they are reason- 
ably capable in the light of their ability, experience and physical 
condition. 


205. We recommend, then, that in administering a plan of extended 
benefits, the concept of suitable employment be broadened beyond that 
appropriate to an insurance scheme. We think that any person who is 
in receipt of extended benefits should be expected to accept employ- 
ment of which he is reasonably capable, whether it is the same as his 
customary employment or not. We do not, of course, recommend that 
a policy of this type be carried to extremes and that persons be referred 
to employment that is so dissimilar to their customary occupation 
that acquired skills would be destroyed or that their physical capabilities 
would be strained, but we believe that the community has the right to 
expect willingness, and indeed eagerness, to accept employment as an 
alternative to drawing support from the community. The unemployment 
insurance plan will provide an interim period during which the unem- 
ployed person can draw benefits while attempting to find employment 
in his usual occupation or something closely akin to it. After this 
period has been exhausted, however, and the community undertakes a 
further period of support, it is reasonable to expect the person con- 
cerned to broaden his outlook as to employment that he will accept. 


206. Apart from the specific features described above, we contem- 
plate that the conditions for receipt of extended benefits would be 
the same as for receipt of unemployment insurance benefit; namely, 
that the claimant be unemployed, capable of and available for work 
and unable to find suitable employment. Disqualification would be 
imposed in the event of unemployment caused by voluntary termination 
of employment without just cause, refusal of suitable employment and 
such matters. 


207. In the administration of the plan, it is inevitable that disputes 
will arise between the administrators and the claimants, just as they 
arise under the existing insurance plan. Most of these disputes are likely 
to concern the concept of “suitable employment” and “availability for 
employment”. We recommend that an appeal procedure be available 
whereby a claimant may appeal to the chairman of the local Board of 
Referees in event of a dispute. We do not recommend that the appeal 
be to the whole Board; representatives of employers and employees 
would not be appropriate in the case of extended benefits. 
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Il. A PLAN OF ASSISTANCE TO THE UNEMPLOYED 


208. As noted earlier, we do not believe that a plan of extended 
benefits should provide benefit for an unlimited period. After some 
limited time, we believe that persons who remain unemployed should, 
if they are in need, be taken care of by a plan that examines their 
individual need and provides for it in adequate fashion. There is at 
present an extensive plan of assistance payments in effect in all provinces 
of Canada. This plan is one in which the cost is shared by the federal 
government under the authority of the Unemployment Assistance Act. 
It appears to us that the general design of this plan is appropriate to 
fill the place that we contemplate should be taken by an assistance plan 
as part of the general program of support for the unemployed. 


209. We are conscious of the fact that only in recent years has the 
general assistance plan been vigorously developed and until quite 
recently it would not have been possible to expect it to absorb any 
substantial proportion of the residual unemployment. Now, however, - 
the plan is becoming better organized year by year throughout the 
several provinces and half the cost is being borne by the federal 
government. We do not believe that recommendations with respect 
to this plan are specifically within our terms of reference and we wish 
to comment only that since the program of support for the unemployed 
that we are recommending would require reliance on an assistance 
scheme to take up the residual problem, efforts should be made to 
continue the improvement and development of the existing assistance 
plans. 


IV. ADMINISTRATIVE ORGANIZATION 


210. In our attempts to formulate a comprehensive program of sup- 
port for the unemployed, we have been very conscious of the key 
position played in any such program by a national employment service. 
As a consequence, we have studied the role played by the present 
National Employment Service and have considered the function of this 
extensive organization in relation to general government policy as 
respects employment and manpower policy. This has, of course, led us 
to consider the general problem of administrative organization as 
respects the distribution of duties between the Unemployment Insur- 
ance Commission and the Department of Labour. 


211. We believe that the plan of extended benefits that we are 
recommending is so dependent upon the existence of a properly func- 
tioning employment service and of a vigorous national employment 
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policy that it would not succeed in the absence of a substantial improve- 
ment in the operations of the employment service and associated 
manpower policies. In the recommendations that follow, we wish to 
emphasize that our intention is not one of criticizing the present 
administrators; they are applying their best efforts within the existing 
administrative organization and in the light of the limitations that have 
existed as respects staff and facilities. Our remarks are intended, 
instead, to recommend changes in the organization that will help 
the administrators carry out their duties and aid in the establishment 
of a comprehensive and effective employment service and manpower 
policy. 


212. Although the unemployment insurance plan has been in effect 
for more than 20 years, it is only during the latter part of this period 
that unemployment has become anything in the way of a major eco- 
nomic problem in Canada. The National Employment Service was 
constituted at the same time that the unemployment insurance plan 
was brought into effect. Although the principal motivation may have 
been that of solving unemployment problems by finding jobs for the 
unemployed, it was also known that it is impossible to run a satisfactory 
plan of unemployment insurance unless there is a national employment 
service to locate job opportunities and to refer claimants to suitable jobs. © 
As matters worked out, it seems that the National Employment Service 
was considered as an adjunct to, and rather subordinate to, the insurance 
plan. This has coloured the development of the National Employment 
Service all through its history. Further, during the war years, the 
National Employment Service was used as part of the administration of 
the wartime manpower program. Because of the degree of control neces- 
sary in the national interest during wartime, the National Employment 
Service had to assume certain duties and functions that were not 
perhaps popular with the persons affected. Thus the reputation of the 
Service was not enhanced in the eyes of the public. 


213. However, whatever may have been the causes, we believe that 
the National Employment Service was for too long considered as 
merely an adjunct to the insurance plan. We are aware that a start has 
been made towards changing the emphasis in recognition of the fact 
that the Employment Service should occupy a leading position in the 
operation and design of a national manpower policy and in the efforts 
to solve unemployment problems. However, we believe that this change 
in emphasis should be pressed with much more vigor than has hereto- 
fore been the case. The role of a national employment service in this 
broad sense is well set out in a Convention adopted by the Interna- 
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tional Labour Organisation in 1948 (reproduced in Appendix III of 
this Report) and this Convention was ratified by Canada in 1950. 
However, it appears that vigorous efforts to put the Convention into 
effect did not take place till some years later. Although the administra- 
tive staff of the National Employment Service did what they could to 
expand their operations and assume the broad role contemplated by 
the Convention, they were severely hampered by lack of adequate staff 
and facilities. This seems to have been the result of failure at some 
level to appreciate the importance of the true role of a national employ- 
ment service and the result of the divided responsibility for manpower 
policy between the Department of Labour on the one hand and the 
Unemployment Insurance Commission through the National Employ- 
ment Service on the other. 


214. The problems that Canada is now facing as respects unemploy- 
ment, and the problems it is likely to face in the future by reason of 
rapid and extensive technological change, must surely have made it 
clear to everyone concerned that a broad and comprehensive employ- 
ment and manpower program supported by an active and vigorous 
national employment service is absolutely essential to the national well- 
being. There should, then, no longer be any limitations placed on the 
proper development of the National Employment Service by reason of 
failure to appreciate its importance or the key role it must play. 


215. The problem of divided responsibility is, however, a problem 
that yet requires solution. We believe that the National Employment 
Service, having the broad objectives outlined in the International 
Labour Organisation Convention, cannot operate efficiently or even 
effectively unless there is close co-ordination between those in charge 
of the Service and the authorities responsible for the design and imple- 
mentation of government manpower policy; namely, the Department 
of Labour. Efforts have been made to secure this co-ordination through 
a multiplicity of committees, but apparently with only limited success; 
the Unemployment Insurance Commission was made directly respon- 
sible to the Minister of Labour as respects the National Employment 
Service with the same objects in mind but again success has been ~ 
limited. The existing overlapping of efforts and the failure to provide 
the National Employment Service with adequate skilled staff and with 
adequate facilities and services must result to a large extent from the 
confusion created by the lack of co-ordination of policies. 


216. The actual experience has proved, in our opinion, that the 
existing administrative organization must be changed in order to 
achieve the degree of co-ordination necessary to permit the development 
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and implementation of adequate employment and manpower policies 
and to free the National Employment Service from existing limitations 
so that it may play its proper role in such policies. It is, of course, 
out of the question to transfer the responsibilities of the Department 
of Labour to the administration of the Unemployment Insurance Com- 
mission. A national employment policy is the reflection of the policy 
of the government of the day and this can be implemented only by a 
government department under the direction of the appropriate Minister. 
It appears, then, that in order to achieve the required degree of co-ordi- 
nation and integration of policy and administration, the National 
Employment Service should be transferred to the Department of 
Labour, and we so recommend. 


217. The revised organization and.the expansion of the role of the 
National Employment Service, coupled with the importance of a 
co-ordinated employment policy should lead to the transfer of employ- 
ment services performed by other government departments to the 
National Employment Service. It may well be that special problems 
will require special treatment within the National Employment Service 
but complete co-ordination of manpower policy cannot be achieved in 
the absence of unified control over employment services. 


218. Any such change in responsibility for the administration of the 
National Employment Service raises immediate questions as to the 
administration of the unemployment insurance plan. The local offices 
of the Employment Service are the essential link between the unem- 
ployment insurance plan and the insured persons; we believe that this 
link must be retained. Our recommendation is, therefore, that the local 
offices of the National Employment Service continue to administer the 
unemployment insurance plan as they do now but operating on an 
agency basis for the Unemployment Insurance Commission. 


219. We do not propose to make recommendations concerning 
detailed division of administrative duties, but the broad pattern that we 
have in mind would require the local employment offices to operate on 
an agency basis for the Unemployment Insurance Commission in the 
acceptance of claims, the determination of benefit rights and the payment 
of benefit. The entire contact of the individual insured person with the 
insurance plan would be through the local employment office. 


220. It may be necessary in such a re-arrangement of administrative 
responsibilities to work out some new procedures. For example, the 
Unemployment Insurance Commission may, through regional offices, 
find it convenient and efficient to perform certain functions centrally 
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rather than in the local office. Matters such as this can best be judged 
by the administrators on the scene and could be worked out as part 
of the reorganization program. 


221. We believe that the Unemployment Insurance Commission 
should continue to have responsibility for the unemployment insurance 
plan in the sense that it would continue to perform the adjudication 
functions necessary in the conduct of the plan, would be responsible 
for the audit of employers to see to it that they are carrying out their 
obligations, would be responsible for the formulating of the necessary 
rules and regulations to enable the insurance plan to function and 
would carry on all the other existing duties and responsibilities in con- 
nection with the insurance plan. The Unemployment Insurance Com- 
mission would, however, be relieved of the responsibility for the 
National Employment Service and the local employment offices. 


222. It may be noted that an administrative organization of this type 
is in effect in the United Kingdom and appears to operate efficiently. 
Local employment offices are under the Ministry of Labour and perform 
certain functions on an agency basis for the Ministry of Pensions and 
National Insurance which is responsible for the unemployment insurance 
plan. 


223. We recommend also that the Unemployment Insurance Com- 
mission have responsibility for the operation of the plan of extended 
benefits to the same extent as it has responsibility for the operation of 
the insurance plan. Here too, the local office of the National Employ- 
ment Service would act on an agency basis in the acceptance of claims 
and the payment of benefits. Administrative procedures must be 
established to ensure that each claimant knows when he is in receipt 
of extended benefits as compared with insurance benefit and to ensure 
that persons drawing extended benefits receive the attention from the 
employment officers of the National Employment Service that is neces- 
sary to lead to the eventual solution of their special unemployment 
problems. | 


224. In addition to the general functions noted above that would 
constitute the responsibility of the Unemployment Insurance Commis- 
sion under such a reorganization, we recommend that the Unemploy- 
ment Insurance Commission have the responsibility of appointing the 
chairmen of Boards of Referees. Since the Commission contains a repre- 
sentative of employers and a representative of employees, we believe 
that it is an appropriate body to perform this task. These appointments 
are now made by the Governor in Council. 
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225. We cannot leave the discussion of the administrative organiza- 
tion without touching on two more important points. These relate to 
the staff and facilities available to the Unemployment Insurance Com- 
mission and the problems of audit of employers and claims supervision. 


226. In our view, the carrying out of the duties imposed on the 
Unemployment Insurance Commission has been hampered and is still 
hampered by the lack of a staff establishment adequate in terms of both 
number and level of training and skill for the purpose. This failure 
has been in evidence both as respects the employment function and 
the insurance function. 


227. As respects the National Employment Service, we believe that 
there is need of more well qualified placement officers and that existing 
standards of training and pay should be raised to attract them. There is 
also need of trained senior staff to press forward and develop the many 
functions that the National Employment Service should perform. 


228. On the insurance side, we believe that the complexity of calcula- 
tions necessary in connection with benefit payments is not adequately 
recognized in standards of education, training and pay prescribed in the 
establishment. In particular, we believe that it is unsound to depend on > 
casual help recruited on the occasion to meet the peak claim loads in 
the winter months. The rates of pay authorized for such temporary staff 
cannot attract persons with the necessary educational background, and 
the training provided is inadequate. A procedure using help on a seasonal 
basis would be more satisfactory since there would be a good chance of 
getting the same people year after year; they would thus acquire 
experience and training. 


229. The problem of auditing employers’ accounts to see to it that 
contributions are being made as required needs constant attention. 
As has been pointed out in Chapter Two, over the 10-year period 
1951-1961, the number of employers registered under the Act increased 
from 226,557 to 398,604 and yet over that same period the field audit 
staff increased only from 351 to 368. It is also noted that there is an 
increasing trend in the amount of overdue contributions. In this con- 
nection, apart from the question of an adequate audit stafi, we recom- 
mend that power should be restored to the Unemployment Insurance 
Commission permitting the prosecution of employers for failure to make 
contributions as required. The substitution of a penalty provision has 
not proved to be effective. 
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230. Adequate claims supervision is largely a question of an adequate 
number of persons active in the field. Having in mind the large numbers 
of claims each year and the large proportion of claimants who claim 
and report only by mail, we believe that it is quite impossible to avoid 
improper claims in the absence of an investigation staff very much larger 
than now exists. Inadequate claims supervision is damaging to the 
reputation of the plan and is unfair to honest claimants and to con- 
tributors who are not claimants. We believe that it is most important 
to improve the extent of claims supervision over the present practice. 


231. The office facilities provided for the Unemployment Insurance 
Commission are in many cases inadequate, particularly as respects the 
local employment offices. If the National Employment Service is to play 
its proper role in the national interest, steps must be taken to move the 
local offices out of the dirty, dingy quarters where many of them are 
now found to clean, well-lighted and well-located premises. The offices 
of the National Employment Service are to serve the public and they 
should be of a standard that such service can be performed in pleasant 
surroundings. At present, many persons cannot but be repelled by the 
appearance of some local offices. 


232. The lack of adequate staff for development and research can 
probably be traced to the problem of divided jurisdiction and uncertainty 
as to function. In any event, the lack exists and should be remedied. 
With the transfer of the National Employment Service to the Department 
of Labour, the existing research facilities of that Department, suitably 
expanded if necessary, can be used to meet the needs of the Service. 
Special research problems arising in connection with problems .of the 
Unemployment Insurance Commission should be dealt with by an 
adequate research staff attached to the Commission. 


233. We recommend, therefore, a general revision in the attitude 
heretofore taken as respects the number and quality of the staff of the 
Unemployment Insurance Commission including the National Employ- 
ment Service. This revision should recognize the need for more staff 
as respects development of the National Employment Service and as 
respects insurance auditing and claim supervision, should recognize the 
need for improving the educational and training requirements, and so, 
the salary levels, and should have regard for the need of skilled staff at 
senior levels to carry out development and research. We recommend also 
that effective steps be launched to improve the standards of office accom- 
modation provided for the local offices of the National Employment 
Service. 
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V. UNEMPLOYMENT INSURANCE ADVISORY 
COMMITTEE 


234. We believe that an Unemployment Insurance ‘Advisory Com- 
mittee should be continued and should have as its main responsibility 
the supervision and safeguarding of the financial structure of the plan. 
Calculations that have been made for us suggest that the present rate 
of contributions will be sufficient to support the recommended benefit 
structure over the next few years in the absence of a serious rise in 
unemployment but it is not possible to predict the benefit load with 
absolute certainty. Consequently, it is most important that a body be 
charged with the prime responsibility for safeguarding the financial 
soundness of the plan. 


235. We are conscious of the fact that the present Advisory Com- 
mittee has responsibilities of this nature. However, it appears that the 
legislation is not clear as respects the effect of recommendations of the 
Advisory Committee in connection with financial matters. We 
believe that this issue should be clarified. Specifically, we recommend 
that the legislation require that the recommendations of the Advisory 
Committee either be implemented by the government or formally rejected 
with reasons given for the rejection. We do not suggest that the recom- 
mendations of the Advisory Committee be binding upon the govern- 
ment because, clearly, the government must be supreme. However, we 
believe that the Advisory Committee should have such a stature that its 
recommendations must be recognized and either enacted or formally 
rejected for reasons given. 


236. It has been suggested that the Advisory Committee would be 
strengthened if it contained representatives not only of employers 
and employees, but also representatives of the public at large. Some 
views have been expressed to the effect that by the addition of “public” 
members, possible deadlocks between the employee representatives on 
the one hand and the employer representatives on the other would be 
avoided. We believe that appointments of this nature might well be 
considered by the government. However, in our recommendations, the 
cost of the insurance plan is to be shared equally between the 
employees and the employers. There may, then, be less justification for 
the appointment of public members than would be the case where a 
contribution to the plan is being made from the public treasury. In 
this connection, however, it is to be kept in mind that our recom- 
mendations contemplate that the public treasury will bear the cost 
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of administering the insurance plan. Thus the general taxpayer, repre- 
sented by public members, has some interest in the Hesien and function 
of the plan. 


237. We believe that the Advisory Committee can function success- 
fully only if it has strong representation from the interested groups. 
If the representatives of employees or employers do not carry the 
confidence of the groups that they represent, it is not likely that the 
recommendations of the Advisory Committee will be acceptable to the 
members of the insurance plan or be acceptable to the government. 
Thus we believe that organizations representing employees and organ- 
izations representing employers should be consulted with respect to 
appointments to the Advisory Committee. We do not think, however, 
that the responsibility for appointing representatives should be relin- 
quished by the government and transferred to these organizations. 
Instead, we recommend that organizations representing employers be 
invited to nominate a panel from which the government may make 
appointments to the Advisory Committee representing the employers. 
Similarly, organizations representing employees would be invited to 
nominate a panel from which the government could make appointments 
to the Advisory Committee representing employees. We believe that 
the Chairman of the Advisory Committee should be a public member 
in the sense that he represents neither employees nor employers. We 
believe that it would be desirable that the Chairman be in a position 
to devote considerable time to the work of the Advisory Committee; 
this would enable the work of the Committee to proceed more efficiently 
and more effectively by having appropriate agenda and pee igi 
information laid before it. 


VI. FISHERMEN 


238. In our recommendations concerning coverage under the 
unemployment insurance plan, the only important group that is now 
covered and that, in accordance with our recommendations, would 
be excluded from the revised plan is the group made up of the self- 
employed fishermen. In view of the fact that this group has been covered 
by the plan for some five years and has been the recipient of substan- 
tial amounts of benefit, we believe that it is incumbent upon us to make 
some further remarks in this connection. 


239. Our principal reasons for recommending withdrawal of coverage 
from self-employed fishermen are as follows: 


(1) The revised unemployment insurance plan that we have in 
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mind would be a plan based upon the insurance concept and 
thus must be confined to persons who occupy the employee 
side of an employer-employee relationship. We believe that 
it is impossible to cover self-employed persons and still main- 
tain a consistent insurance approach. Such persons have 
control over their own activity to such a substantial extent 
that one cannot determine in any satisfactory fashion when 
they are employed and when unemployed, at least not with 
the precision and objectivity necessary for the successful 
operation of a plan that undertakes to make monetary pay- 
ments in times of unemployment. 


While the payment of benefits to fishermen has undoubtedly 
been of great assistance to them, it has not operated as a 
satisfactory assistance scheme since the largest benefits are 
paid to those who have had the best record of fish sales. 
Thus those who most need assistance may get the least 
amount. In trying to fit the unemployment insurance plan to 
this special group, it was impossible to determine any real 
record of the time spent in fishing, and as a consequence, 
recourse was had to a record of the weekly sales of fish by 
each covered person to be used as a guide to the extent of | 
the attachment to fishing as an occupation. However, this 
does not work satisfactorily since the amount of fish sold is 
not directly related to the time spent fishing. Wide differences 
may occur by reason of luck, equipment, weather, etc. Thus 
procedures that are appropriate in applying a plan to em- 
ployees are not appropriate in trying to apply it to persons 
who are self employed. 


A plan of unemployment insurance should be only an 
incidental part of conditions of employment. It should not 
loom so large as to encourage people to seek work merely 
for the sake of the insurance coverage nor encourage them 
to change their pattern of work for the purpose of drawing 
maximum benefit. We are convinced that the existence of the 
unemployment insurance plan has become so dominant a 
feature in the life of some fishermen that it has distorted the 
normal economic operation in certain areas. The choice 
between marketing fresh fish and marketing salt fish, the 
choice between selling all the catch to one buyer or spreading 
it amongst several buyers, and indeed even the decision of 
whether to fish or not, is often influenced by the advantages 
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or disadvantages that a particular course will give in relation 
to unemployment insurance benefits. 


(4) The administrative problems of seeing to it that the prescribed 
rules are properly adhered to have proved to be extremely 
difficult. Many fishing areas are remote and the Unemploy- 
ment Insurance Commission has not been able to supervise 
claims and contributions to the extent necessary to avoid 
abuse. 


240. We recognize that there are many problems in the fishing 
industry. Many fishermen are suffering from chronic under-employment 
and are not able to maintain even an acceptable minimum standard of 
living without assistance. We do not feel able to recommend any 
general program that will solve the problems of the fishermen and the 
fishing industry. To do so would require a most extensive study of the 
whole industry and we believe that this is beyond our terms of reference. 
So far as our study of this problem has gone, however, we have reached 
some conclusions and these are here set forth by way of a supplement 
to our general recommendation that coverage for self-employed fisher- 
men under the general unemployment insurance plan should be 
terminated. 


241. It would appear from a general consideration of the problem 
in relation to unemployment insurance that the main need in connection 
with fishermen is some kind of income supplement to enable those 
fishermen who are chronically under-employed to maintain a satisfactory 
standard of living. This should probably be accompanied by relocation 
of fishermen away from sub-marginal fishing areas and to areas where 
they can be expected to fish a long enough season to improve their 
economic circumstances. Such relocation, even if possible, would be a 
very slow and painful process and undoubtedly some program of 
income supplements would have to be maintained for a considerable 
time. 


242. It appears to be impracticable to rely on a needs-test assistance 
scheme as the basic vehicle for providing such income supplements. 
If reliance were to be placed on existing provincial administrative 
machinery for such a purpose, heavy additional burdens would have to 
be assumed by the provinces concerned or there would have to be a 
substantial revision in the sharing of assistance costs between the 
federal government and the provincial governments. 


243. So far as we have been able to study this particular problem, 
we think that it would be possible to establish a separate plan for the 
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payment of off-season benefit to fishermen perhaps not too far removed 
from the way in which the existing unemployment insurance plan 
-applies, but subject to the following major changes: 


(1) 


(2) 


(3) 


(4) 


The staff and facilities of the Department of Fisheries should 
be used to a much greater extent than at present in the 
administration of any such plan. That Department has fisheries 
officers at many points along the fishing coasts and thus has 
available a much more widespread organization than has the 
Unemployment Insurance Commission in the fishing areas. 
Further, the fisheries officers are familiar with local fishing 
conditions and with local fishermen and marketing methods. 
They are in a better position to see to it that the prescribed 
rules are adhered to. 


A uniform benefit rate should be provided for all fishermen in 
an area rather than a benefit rate related to the average weekly 
sales of fish. Perhaps one rate of benefit could be used for all 
the East Coast and another rate for the West Coast. The 
benefit rates could be determined in the light of the average 
rates paid in recent years under the existing unemployment 
insurance plan. The existence of a uniform rate would avoid 
some existing abuse since there would then be no incentive © 
to obtain several stamps for a particular week by means of 
splitting a week’s catch amongst several buyers. 


The duration of benefit should be uniform for all fishermen 
who qualify for benefit in a particular area. The qualification 
tests should require evidence that the person concerned has 
worked as a fisherman for some minimum period of time in 
the preceding season. As a practical matter, it may be neces- 
sary to continue to rely on a record of fish sales for this 
purpose. However, if the assistance of fisheries officers were 
to be retained in verifying these records, we believe that a 
more accurate picture would be obtained as respects attach- 
ment to the fishing industry. 


If a fisherman meets the necessary qualifications of attachment 
to the fishing industry he would then rank for benefit at the 
prescribed rate for the area and for the prescribed off season. 
This would be determined on the basis of conditions applicable 
to the area, taking into account normal fishing patterns and 
established legal seasons for various types of fish. Here again 
the assistance of fisheries officers and the technical advice of 
the Department of Fisheries would be essential. 
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(5) Contributions from those covered should be required but the 
excess of benefit costs over contributions should be a charge 
on the general treasury rather than on the Unemployment 
Insurance Fund. 


(6) There should be no interchange of contribution credits between 
the fishing plan and the unemployment insurance plan. The 
fishing plan would be designed as an off-season supplement 
and would not have any of the elements of an insurance plan. 
It would be more closely comparable perhaps with the applica- 
tion of the extended benefits plan to off-season unemployment, 
as discussed earlier in this chapter. 


(7) As in the case of the extended benefits plan, there would be 
no justification for the payment of an income supplement 
during the off season where the record showed employment 
for more than a specified minimum number of weeks in the 
52 weeks preceding the claim. However, to avoid problems in 
connection with weeks of employment where the catch was 
inconsiderable or with short seasons having very heavy and 
valuable catches, a rule could be adopted limiting the payment 
of the income supplement to those having fish sales below, in 
value, a prescribed multiple of the weekly benefit amount for 
the area. 


244. The above recommendations are in broad outline only but 
represent the pattern that should be followed if a type of income 
supplement is to be provided to fishermen without application of a 
needs test on an individual or even on an area basis. Many refinements 
would be necessary but these can only be settled upon by persons 
thoroughly familiar with the industry. It is apparent, however, that a 
plan containing such features cannot be successfully operated as part 
of the general unemployment insurance plan. A separate plan for 
fishermen would be required and we think that the main responsibility 
for carrying it out should rest upon the Department of Fisheries rather 
than on the Unemployment Insurance Commission. The Department 
of Fisheries would have available to it, of course, all the facilities 
of the National Employment Service insofar as those facilities might 
be of assistance in finding work for fishermen in the off season or 
solving the problem of under-employment. 
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CONCLUSION 


1. The foregoing chapters of this Report have been principally con- 
cerned with the difficulties, problems, inadequacies and abuses that 
have beset the unemployment insurance pian. This is inevitable because, 
were it not for the importance that these matters have assumed, 
this inquiry would never have been instituted. In concentrating atten- 
tion on the difficulties and problems however it should not be forgotten 
that the existence of an organized plan for support of the unemployed 
has been of enormous value to Canadians and the Canadian economy. 
The fact is that, over the years, the plan of unemployment insurance 
has contributed immeasurably to the welfare and moral support as 
well as the financial support of persons who suffer unemployment and 
who are genuinely seeking work. Such persons constitute, at all times, 
the great majority of the claimants. 


2. The existing plan has been in effect for more than 21 years. Con- 
sidering the extent and rapidity of changes within the economic and 
social system in the years during and since World War II, the fact that 
the plan has survived that long without major reconstruction may 
perhaps be taken as a matter for satisfaction, even though a crisis has 
now been reached. 


3. We are aware that some of our recommendations may be unpopular 
in some quarters. Some persons who now consider themselves immune 
from unemployment would be called on to contribute to the plan and 
thus help directly to bear a share of the cost of unemployment; some 
persons who now qualify for benefit very easily would find that qualifi- 
cation is more carefully tested; persons who are now able to draw 
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benefit for long periods would find the maximum entitlement reduced in 
certain circumstances; some employers who have been accustomed to 
deal casually with requests for information by the Unemployment Insur- 
ance Commission would find themselves obliged to comply with the 
requirements. 


4. On the other hand, we believe that the increase in benefit rates we 
are recommending would be of major advantage to persons who suffer 
involuntary unemployment, the extensions of coverage would be of 
considerable benefit to many employees not now protected, and the 
restoration of sound guiding principles in the whole program of support 
for the unemployed would be welcomed by all who are concerned 
with the welfare of the community as a whole. 


5. Throughout our inquiry we have had constantly in mind the great 
value that the existing plan has been over its history and the unques- 
tionable necessity of an organized program of support for the unem- 
ployed. These considerations, taken in conjunction with the widespread 
public criticism that has arisen and the fact that the Fund is now on 
the brink of exhaustion, indicate clearly that corrective measures and 
basic changes cannot be avoided. The recommendations we have made 
are, in our view, the measures that are necessary to re-establish a 
program of support for the unemployed on a basis that will enable it 
to operate successfully in the current economic environment and the 
environment that is likely to be facing Canada for some years in the 
future. 
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ALL OF WHICH IS RESPECTFULLY SUBMITTED 
FOR YOUR EXCELLENCY’S CONSIDERATION. 


CC ELL 


Chairman. 


Commissioner. 


Commissioner. 


By aoe 


Commissioner. 


November, 1962. 


Ren tomer 


Secretary 
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APPENDIX I 


ORDER IN COUNCIL 
P.C. 1961-1040 


Certified to be a true copy of a Minute of a Meeting of the Committee 
of the Privy Council, approved by His Excellency the Administrator 
on the 17th July, 1961 


The Committee of the Privy Council have had before them a report 
from the Right Honourable John G. Diefenbaker, the Prime Minister, 
submitting that it is expedient to undertake a thorough review and 
analysis of the provisions of the Unemployment Insurance Act and its 
relation to other social security programmes, both public and private, in 
the light of developments which have occurred since the Act was passed 
in 1940. | 


The Committee, therefore, on the recommendation of the Prime 
Minister, advise that: 


Mr. Ernest C. Gill, President, 
The Canada Life Assurance Company, 
Toronto, Ontario, 
M. Etienne Crevier, President, 
La Prévoyance Compagnie d’Assurances, 
Montreal, Quebec, 
Dr. John James Deutsch, Vice-Principal, 
Queen’s University, 
Kingston, Ontario, and 
Dr. Joseph Richards Petrie, 
Consulting Economist, 
Montreal, Quebec, 


be appointed Commissioners under Part I of the Inquiries Act to 
inquire into and report upon the suitability of the scope, basic principles 
and provisions of the Unemployment Insurance Act and the regulations 
thereunder and the manner of operating thereunder and, in particular, 
without restricting the generality of the foregoing, the said Commis- 
sioners shall inquire into and report upon: 
(a) The provisions deemed necessary to deal with seasonal unemploy- 
ment; 
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(b) The means of correcting any abuses or deficiencies that may be 
found to exist; and 


(c) The relationship between programmes of support for the un- 
employed and other social security measures. 


The Committee further advise: 


1. That the Commissioners be authorized to exercise all the powers 
conferred upon them by section 11 of the Inquiries Act and be assisted 
to the fullest extent by government departments and agencies; 


2. That the Commissioners adopt such procedures and methods as 
they may from time to time deem expedient for the proper conduct of the 
inquiry and sit at such times and at such places in Canada as they 
may decide from time to time; 


3. That the Commissioners be authorized to engage the services of 
such counsel, staff and technical advisers as they may require at rates 
of remuneration and reimbursement to be approved by the Treasury 
Board; 


4. That the Commissioners report to the Governor in Council with 
all reasonable despatch, and file with the Dominion Archivist the papers 
and records of the Commission as soon as reasonably may be after the 
conclusion of the inquiry; and 


5. That Mr. Ernest C. Gill be Chairman of the Commission. 


R. B. BRYCE, 
Clerk of the Privy Council. 
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CHARTS SHOWING TERM TO 
MATURITY OF INVESTMENTS IN 
UNEMPLOYMENT INSURANCE FUND 
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UNEMPLOYMENT INSURANCE FUND 


DISTRIBUTION OF INVESTMENTS BY TERM TO MATURITY 
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INTERNATIONAL LABOUR ORGANISATION 


CONVENTION (No. 88) CONCERNING THE ORGANISATION 
OF THE EMPLOYMENT SERVICE 


The General Conference of the International Labour Organisation, 
Having been convened at San Francisco by the Governing Body of 
the International Labour Office, and having met in its Thirty- 
first Session on 17 June 1948, and 
Having decided upon the adoption of certain proposals concerning 
the organisation of the employment service, which is included in 
the fourth item on the agenda of the session, and 
Having determined that these proposals shall take the form of an 
international Convention, 
adopts this ninth day of July of the year one thousand nine hundred and 
forty-eight the following Convention, which may be cited as the Em- 
ployment Service Convention, 1948: 


Article I 


1. Each Member of the International Labour Organisation for which 
this Convention is in force shall maintain or ensure the maintenance 
of a free public employment service. 


2. The essential duty of the employment service shall be to ensure, 
in co-operation where necessary with other public and private bodies 
concerned, the best possible organisation of the employment market as 
an integral part of the national programme for the achievement and 
maintenance of full employment and the development and use of pro- 
ductive resources. 

Article 2 


The employment service shall consist of a national system of em- 
ployment offices under the direction of a national authority. 


Article 3 


1. The system shall comprise a network of local and, where ap- 
propriate, regional offices, sufficient in number to serve each geo- 
graphical area of the country and conveniently located for employers 


and workers. 
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2. The organisation of the network shall— 
(a) be reviewed— 
(i) whenever significant changes occur in the distribution of 
economic activity and of the working population, and 
(ii) whenever the competent authority considers a review 
desirable to assess the experience gained during a period 
of experimental operation; and 


(b) be revised whenever such review shows revision to be neces- 
sary. 
Article 4 


1. Suitable arrangements shall be made through advisory committees 
for the co-operation of representatives of employers and workers in the 
organisation and operation of the employment service and in the 
development of employment service policy. 


2. These arrangements shall provide for one or more national 
advisory committees and where necessary for regional and local 
committees. 


3. The representatives of employers and workers on these com- 
mittees shall be appointed in equal numbers after consultation with 
representative organisations of employers and workers, where such 
organisations exist. 

Article 5 


The general policy of the employment service in regard to referral of 
workers to available employment shall be developed after consultation 
of representatives of employers and workers through the advisory com- 
mittees provided for in Article 4. 


Article 6 


The employment service shall be so organised as to ensure effective 
recruitment and placement, and for this purpose shall— 


(a) assist workers to find suitable employment and assist employers 
to find suitable workers, and more particularly shall, in accord- 
ance with rules framed on a national basis— 

(i) register applicants for employment, take note of their 
occupational qualifications, experience and desires, inter- 
view them for employment, evaluate if necessary- their 
physical and vocational capacity, and assist them where 
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appropriate to obtain vocational guidance or vocational 
training or retraining, 

(ii) obtain from employers precise information on vacancies 
notified by them to the service and the requirements to 
be met by the workers whom they are seeking, 


(iii) refer to available employment applicants with suitable 
skills and physical capacity, 

(iv) refer applicants and vacancies from one employment 
office to another, in cases in which the applicants cannot 
be suitably placed or the vacancies suitably filled by the 
original office or in which other circumstances warrant 
such action; 


take appropriate measures to— 

(i) facilitate occupational mobility with a view to adjusting 
the supply of labour to employment opportunities in the 
various occupations, 

(ii) facilitate geographical mobility with a view to assisting 
the movement of workers to areas with suitable employ- 
ment opportunities, 

(iii) facilitate temporary transfers of workers from one area to 
another as a means of meeting temporary local maladjust- 
ments in the supply of or the demand for workers, 


(iv) facilitate any movement of workers from one country to 
another which may have been approved by the govern- 
ments concerned; 

collect and analyse, in co-operation where appropriate with 
other authorities and with management and trade unions, the 
fullest available information on the situation of the employ- 
ment market and its probable evolution, both in the country 
as a whole and in the different industries, occupations and 
areas, and make such information available systematically and 
promptly to the public authorities, the employers’ and workers’ 
organisations concerned, and the general public; 

co-operate in the administration of unemployment insurance 

and assistance and of other measures for the relief of the 

unemployed; and 

assist, as necessary, other public and private bodies in social 

and economic planning calculated to ensure a favourable 

employment situation. 
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Article 7 
Measures shall be taken— 

(a) to facilitate within the various employment offices specialisa- 
tion by occupations and by industries, such as agriculture and 
any other branch of ‘activity in which such specialisation may 
be useful; and 

(b) to meet adequately the needs of particular categories of 
applicants for employment, such as disabled persons. 


Article 8 


Special arrangements for juveniles shall be initiated and developed 
within the framework of the employment and vocational guidance 
services. 

Article 9 


1. The staff of the employment service shall be composed of public 
officials whose status and conditions of service are such that they are 
independent of changes of government and of improper external in- 
fluences and, subject to the needs of the service, are assured of stability 
of employment. 


2. Subject to any conditions for recruitment to the public service 
which may be prescribed by national laws or regulations, the staff of 
the employment service shall be recruited with sole regard to their 
qualifications for the performance of their duties. 


3. The means of ascertaining such qualifications shall be determined 
by the competent authority. 


4, The staff of the employment service shall be adequately trained 
for the performance of their duties. 


Article 10 


The employment service and other public authorities where appro- 
priate shall, in co-operation with employers’ and workers’ organisations 
and other interested bodies, take all possible measures to encourage full 
use of employment service facilities by employers and workers on a 
voluntary basis. 

Article 11 


The competent authorities shall take the necessary measures to secure 
effective co-operation between the public employment service and private 
employment agencies not conducted with a view to profit. 
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Article 12 


1. In the case of a Member the territory of which includes large areas 
where, by reason of the sparseness of the population or the stage of 
development of the area, the competent authority considers it im- 
practicable to enforce the provisions of this Convention, the authority 
may exempt such areas from the application of this Convention either 
generally or with such exceptions in respect of particular undertakings or 
occupations as it thinks fit. 


2. Each Member shall indicate in its first annual report upon the 
application of this Convention submitted under Article 22 of the Con- 
stitution of the International Labour Organisation any areas in respect 
of which it proposes to have recourse to the provisions of the present 
Article and shall give the reasons for which it proposes to have recourse 
thereto; no Member shall, after the date of its first annual report, have 
recourse to the provisions of the present Article except in respect of 
areas so indicated. 


3. Each Member having recourse to the provisions of the present 
Article shall indicate in subsequent annual reports any areas in respect 
of which it renounces the right to have recourse to the provisions of 
the present Article. 


Article 13 


1. In respect of the territories referred to in Article 35 of the Con- 
stitution of the International Labour Organisation as amended by the 
Constitution of the International Labour Organisation Instrument of 
Amendment, 1946, other than the territories referred to in paragraphs 
4 and 5 of the said Article as so amended, each Member of the 
Organisation which ratifies this Convention shall communicate to the 
Director-General of the International Labour Office as soon as possible 
after ratification a declaration stating— 


(a) the territories in respect of which it undertakes that the 
provisions of the Convention shall be applied without 
modification; 


(b) the territories in respect of which it undertakes that the 
provisions of the Convention shall be applied subject to 
modifications, together with details of the said modifications; 


(c) the territories in respect of which the Convention is inappli- 
cable and in such cases the grounds on which it is inapplicable; 


(d) the territories in respect of which it reserves its decision. 
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2. The undertakings referred to in subparagraphs (a) and (b) of 
paragraph 1 of this Article shall be deemed to be an integral part of 
the ratification and shall have the force of ratification. 


3. Any Member may at any time by a subsequent declaration cancel 
in whole or in part any reservations made in its original declaration in 
virtue of subparagraphs (b), (c) or (d) of paragraph 1 of this Article. 


4. Any Member may, at any time at which the Convention is subject 
to denunciation in accordance with the provisions of Article 17, com- 
municate to the Director-General a declaration modifying in any other 
respect the terms of any former declaration and stating the present 
position in respect of such territories as it may specify. 


Article 14 


1. Where the subject matter of this Convention is within the self- 
governing powers of any non-metropolitan territory, the Member 
responsible for the international relations of that territory may, in 
agreement with the government of the territory, communicate to the 
Director-General of the International Labour Office a declaration 
accepting on behalf of the territory the obligations of this Convention. 


2. A declaration accepting the obligations of this Convention may be 
communicated to the Director-General of the International Labour 
Office— 


(a) by two or more Members of the Organisation in respect of 
any territory which is under their joint authority; or 


(b) by any international authority responsible for the administra- 
tion of any territory, in virtue of the Charter of the United 
Nations or otherwise, in respect of any such territory. 


3. Declarations communicated to the Director-General of the Inter- 
national Labour Office in accordance with the preceding paragraphs of 
this Article shall indicate whether the provisions of the Convention 
will be applied in the territory concerned without modification or 
subject to modifications; when the declaration indicates that the pro- 
visions of the Convention will be applied subject to modifications, it 
shall give details of the said modifications. 


4. The Member, Members or international authority concerned may 
at any time by a subsequent declaration renounce in whole or in part 
the right to have recourse to any modification indicated in any former 
declaration. 
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5. The Member, Members or international authority concerned may, 
at any time at which this Convention is subject to denunciation in 
accordance with the provisions of Article 17, communicate to the 
Director-General a declaration modifying in any other respect the terms 
of any former declaration and stating the present position in respect 
of the application of the Convention. 


Article 15 


The formal ratifications of this Convention shall be communicated 
to the Director-General of the International Labour Office for 
registration. 

Article 16 


1. This Convention shall be binding only upon those Members of 
the International Labour Organisation whose ratifications have been 
registered with the Director-General. 


2. It shall come into force twelve months after the date on which 
the ratifications of two Members have been registered with the Director- 
General. 


3. Thereafter, this Convention shall come into force for any Mem- 
ber twelve months after the date on which its ratification has been 
registered. 


Article 17 


1. A Member which has ratified this Convention may denounce it 
after the expiration of ten years from the date on which the Conven- 
tion first comes into force, by an act communicated to the Director- 
General of the International Labour Office for registration. Such denun- 
ciation shall not take effect until one year after the date on which 
It is registered. 


2. Each Member which has ratified this Convention and which does 
not, within the year following the expiration of the period of ten years 
mentioned in the preceding paragraph, exercise the right of denuncia- 
tion provided for in this Article, will be bound for another period of 
ten years and, thereafter, may denounce this Convention at the expi- 
ration of each period of ten years under the terms provided for in this 
Article. 


Article 18 


1. The Director-General of the International Labour Office shall 
notify all Members of the International Labour Organisation of the 


195 


COMMITTEE OF INQUIRY: UNEMPLOYMENT INSURANCE 


registration of all ratifications, declarations and denunciations com- 
municated to him by the Members of the Organisation. 


2. When notifying the Members of the Organisation of the registration 
of the second ratification communicated to him, the Director-General 
shall draw the attention of the Members of the Organisation to the date 
upon which the Convention will come into force. 


Article 19 


The Director-General of the International Labour Office shall com- 
municate to the Secretary-General of the United Nations for registra- 
tion in accordance with Article 102 of the Charter of the United Nations 
full particulars of all ratifications, declarations and acts of denunciation 
registered by him in accordance with the provisions of the preceding 
articles. 

Article 20 


At the expiration of each period of ten years after the coming into 
force of this Convention, the Governing Body of the International 
Labour Office shall present to the General Conference a report on the 
working of this Convention and shall consider the desirability of placing 
on the agenda of the Conference the question of its revision in whole 
or in part. 

Article 21 


1. Should the Conference adopt a new Convention revising this 
Convention in whole or in part, then, unless the new Convention other- 
wise provides, 

(a) the ratification by a Member of the new revising Convention shall 
ipso jure involve the immediate denunciation of this Convention, 
notwithstanding the provisions of Article 17 above, if and when 
the new revising Convention shall have come into force; 

(b) as from the date when the new revising Convention comes into 
force this Convention shall cease to be open to ratification by the 
Members. 


2. This Convention shall in any case remain in force in its actual 
form and content for those Members which have ratified it but have 
not ratified the revising Convention. 


Article 22 


The English and French versions of the text of this Convention are 
equally authoritative. 
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SEASONAL REGULATIONS 
1. Seasonal Regulations in effect October 10, 1953 to October 2, 1955. 


12. (1) If in respect of the most recent thirty-six days of employ- 
ment of a person prior to the commencement day of his benefit year 
there are ten or more days of seasonal employment, such person shall 
for the purposes of this section be a seasonal worker. (Subsection (1) 
amended by P.C. 1178 and by P.C. 5090.) 


(2) (a) A seasonal worker whose principal occupation or employ- 
ment is non-insurable shall be entitled to receive benefit for days on 
which he is unemployed in any off-season applicable in his case, only 
if he fulfils all the other conditions of entitlement to benefit and if 


(i) he was, for at least thirty per cent of the working days in 
the previous off-season, employed under a contract of 
service in excepted employment other than employment 
by persons connected with him by blood relationship, 
mafriage or adoption, or in insurable employment, or 
partly in insurable employment and partly in such ex- 
cepted employment; and 


(ii) during the off-season he makes and keeps alive an appli- 
cation at a local office for an employment of a kind suit- 
able in his circumstances and normally available at that 
period of the year. 


(b) A seasonal worker whose principal occupation or employment 
is insurable, whether in a seasonal occupation or not, shall be entitled 
to receive benefit for days on which he is unemployed in any off- 
season applicable in his case, only if he fulfils all the other conditions 
of entitlement to benefit and the condition mentioned in subparagraph 
(ii) of paragraph (a). (Subsection (2) amended by P.C. 5090.) 


Seasonal Industry Applicable 


(3) The seasonal industry applicable in the case of any such 
seasonal worker shall be determined in accordance with the following 
rules: 
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One Seasonal Industry 


(a) where the days of seasonal employment included in the 
aforesaid thirty-six days were in respect of employment 
in only one seasonal industry, the seasonal industry 
applicable shall be that industry; 


More Than One Seasonal Industry 


(b) where the said days of seasonal employment were in 
respect of employment in more than one seasonal 
industry, the seasonal industry applicable shall be the 
particular seasonal industry in which the greatest number 
of days of such seasonal employment occurs; however, 
in the event that the number of days of seasonal employ- 
ment in two or more seasonal industries is equal, the 
seasonal industry applicable shall be the one thereof in 
which the most recent day of such seasonal employment 
occurred. (Subsection (3) amended by P.C. 5090.) 


Off-seasons 


(4) The off-season for the respective seasonal industries, and the 
areas in which such off-season are applicable, are the following: 


Transportation by Water: 


Alli Canadas net eae yeaa December 16 to April 14 
Stevedoring (Inland Ports): 

ATE Canada Der Meath iM ean se December 16 to April 14 
Stevedoring (Deep-sea Ports): ................ May 16 to December 14 
Lumbering and Logging: 

The Provinces of Alberta, 

Saskatchewan and Manitoba ................ April 16 to October 31 


The Provinces of Ontario, 

Quebec, New Brunswick, Nova Scotia, 

Prince Edward Island and Newfound- 

DE te oe Ce Te NE WIM RR tn aie April 1 to September 30 
(Subsection (4) amended by P.C. 474.) 


Off-season Applicable 


(5) The off-season applicable in the case of any such seasonal 
worker shall be the off-season for the seasonal industry which has 
been determined to be applicable in accordance with subsection 
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three, and, within that industry, for the area which has been deter- 
mined to be applicable in accordance with subsection four; so 
however that where the said seasonal employment was in respect of 
employment in more than one such area, the off-season applicable 
shall be the off-season for the area where the employment resulting 
in the greatest number of days of seasonal employment took place; 
and that in the event that the aggregate number of such days of 
seasonal employment in respect of employment in two or more 
areas are equal, the off-season applicable shall be the off-season for 
the area where the employment resulting in the most recent of such 
days of seasonal employment took place. (Subsection (5) amended 
by P.C. 3267.) 


Definitions 
(6) In this section 


Seasonal Employment 


(a) “seasonal employment” means a person’s employment in 
a seasonal occupation carried on within a seasonal industry. 
(Paragraph (a) amended by P.C. 5090.) 


(b) “seasonal industry” means and includes the following 
respective industries, which the Commission hereby declares 
to be seasonal industries; 


Transportation by Water 


(i) the industry of transportation by water on any of 
the inland waters of Canada, herein referred to as 
“transportation by water”; 


Stevedoring 


(ii) the industry of stevedoring in any of the inland or 
deep-sea ports, herein referred to as “stevedoring”’; 


Lumbering and Logging 


(iii) the industry of lumbering and logging in any part of 
Canada except the Province of British Columbia, 
herein referred to as “lumbering and logging”. (Sub- 
paragraph added by P.C. 474.) 
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(c) 


(d) 


(e) 


Seasonal Occupation 

“seasonal occupation” means and includes the occupations 

mentioned hereunder which are carried on within the 

respective seasonal industries; 

(i) In Transportation by Water:—All occupations carried 
on by members of the crew of a vessel. The expres- 
sion “members of the crew” includes the master or 
officer in charge of the vessel, however designated, 
and every person subject to his authority serving on 
board and contributing in any way to the welfare of 
the vessel, the welfare of the passengers or the crew, 
or care of the cargo. 

(ii) In Stevedoring:—All occupations directly connected 
with the loading or unloading of a vessel in port, 
including the occupations of shipliners, coopers, shed- 
men, coal handlers, gearmen, winchmen and checkers, 
and any others ordinarily carried on within reach of 
the ship’s tackle or included in an agreement between 
employers and employees as stevedoring. 

(iii) In Lunibering and Logging:—All occupations carried 
on in the industry of lumbering and logging, including 
cooks and clerical and other workers directly employed 
at the scene of woods operations. (Subparagraph 
added by P.C. 474.) 


Inland Waters of Canada 


“inland waters of Canada” means all the rivers, lakes and 
other navigable fresh waters within Canada, including the 
River St. Lawrence as far seaward as a line drawn from 
Cap des Rosiers through West Point, Anticosti Island 
extending to the north shore, but not including any other 
estuaries, harbours or navigable rivers that are open for 
navigation all year. 


Inland Port 


“inland ports” means a port on any of the said inland 
waters of Canada. 


Deep-sea Port 


(£) “deep-sea port” means the port of Halifax, Nova Scotia, 


and the port of Saint John, New Brunswick. 
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Quarter 


(g) “quarter” means one of four parts of the year of approxi- 
mately equal length as the Commission may from time to 
time determine, the first of which shall commence on the 
Sunday nearest to April first. 


Lumbering and Logging 


(h) “lumbering and logging” means the cutting, skidding, 
felling, hauling, scaling, banking, driving, running, rafting or 
booming, and processing at the scene of woods operations, 
of any logs or timber (including cord wood, cedar posts, 
telegraph poles, railroad ties, tan bark, pulpwood, shingle 
bolts and staves). (Paragraph (h) added by P.C. 474.) 


Vessel Engaged in Transportation upon Inland Waters 


(7) For the purpose of this section a ship or vessel is engaged 
in the industry of transportation by water upon the inland waters of 
Canada if its operations or a substantial portion thereof normally 
consist of voyages upon any of the inland waters of Canada and if it 
is ordinarily laid up during the winter months by reason of climatic 
conditions. 


2. Seasonal Regulations adopted 1955. (Never put into effect.) 


162. (1) Where in respect of the most recent six weeks of employ- 
ment of a person prior to the commencement of his benefit period there 
are three or more weeks during each of which he worked in a seasonal 
occupation within a seasonal industry, such person shall for the purposes 
of sections 163 and 164 be a seasonal worker. 


(2) The seasonal industry applicable for the purpose of these sections 
shall be that in which the seasonal employment occurs or, where there 
are more than one such industry, that in which the greatest number of 
weeks during which such employment occurs or where the number of 
such weeks is equal, that in which the most recent week of such 
employment occurs. 


Entitlement to Benefit for Off-season 


163. A seasonal worker shall be entitled to receive benefit for weeks 
during which he is unemployed in any off-season applicable in his case, 
only if he fulfils all the other conditions of entitlement to benefit and 
at the time he is declared to be a seasonal worker, he proves that, 
for at least six weeks in the off-season immediately preceding his initial 
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claim or nine weeks in the two off-seasons immediately preceding his 
initial claim, he was employed 


(a) in insurable employment; 


(b) in excepted employment under a contract of service by 
persons other than those connected with him by blood rela- 
tionship, marriage or adoption; or 


(c) partly in insurable employment and partly in such excepted 
employment. 


164. For the purposes of sections 162 and 163 
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(a) “seasonal employment” means a person’s employment in'a 
seasonal occupation carried on within a seasonal industry; 


(b) “seasonal industry” means the following respective indus- 
tries, which the Commission hereby declares to be seasonal 
industries; 


(i) 


(ii) 


transportation by water on any of the inland waters 
of Canada, herein referred to as “transportation by 
water’; and 

stevedoring in any of the inland ports, herein referred 
to as “stevedoring”’; 


(c) “off-season” means the period from the week following that 
in which December 16th falls to that in which April 14th 


falls; 


(d) “seasonal occupation” means the occupations specified here- 
under which are carried on within the respective seasonal 
industries; 


(1) in transportation by water, all occupations carried on 


(il) 


by members of the crew of a vessel; “members of the 
crew” includes the master or officer in charge of the 
vessel, however designated, and every person subject 
to his authority serving on board and contributing in 
any way to the welfare of the vessel, the welfare of 
the passengers or the crew, or care of the cargo; 


in stevedoring, all occupations directly connected with 
the loading or unloading of a vessel in port, including 
the occupations of shipliners, coopers, shedmen, coal 
handlers, gearmen, winchmen and checkers, and any 
others ordinarily carried on within reach of the ship’s 
tackle or included in an agreement between employers 
and employees as stevedoring; 
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(e) “inland waters of Canada” means all the rivers, lakes and 
other navigable fresh waters within Canada, including the 
River St. Lawrence as far seaward as a line drawn from 
Cap des Rosiers through West Point, Anticosti Island 
extending to the north shore, but not including any other 
estuaries, harbours or navigable rivers that are open for 
navigation all year; and for such purpose, a ship or vessel 
is engaged in the industry of transportation by water upon 
the inland waters of Canada when its operations or a sub- 
stantial portion thereof normally consist of voyages upon 
any of the inland waters of Canada and it is ordinarily 
laid up during the winter months by reason of climatic 
conditions; and 


(f) “inland port” means a port on any of the inland waters 
of Canada described in paragraph (e). 


164A. Sections 162, 163 and 164 shall come into force on the 
second day of October, 1956. (Section 164A added by P.C. 1955- 
1761.) 
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LIST OF BRIEFS RECEIVED 


. All Canada Insurance Federation—Montreal 
. Aquin, Creighton—Montreal 


. Avey, Florence I.—London 


. Canadian Bankers Association, The—Toronto 


1 
2 
3 
4 
* 5. Canadian Chamber of Commerce, The—Montreal 
6. Canadian Construction Association—Ottawa 
7. Canadian Federation of Agriculture—Ottawa 
8 


. Canadian Federation of Business & Professional Women’s Clubs, The— 
Ottawa 


* 9. Canadian Labour Congress—Ottawa 
*10. Canadian Life Insurance Officers Association, The—Toronto 

11. Canadian Lumbermen’s Association—Ottawa 
*12. Canadian Manufacturers Association, The—Toronto 

13. Canadian Metal Mining Association—Toronto 
*14. Canadian Pulp and Paper Association—Montreal 
*15. Canadian Retail Federation, The—Toronto 
*16. Communist Party of Canada—Toronto 
*17. Confederation of National Trade Unions, The—Montreal 

18. Co-ordinating Committee of Unemployed Organizations—Toronto 
19. Corporation of the District of Mission, The—Mission City, B.C. 
*20. Council of the Forest Industries of British Columbia—Vancouver 
21. Crafter, R—Comox, B.C. 

22. Culver, D. F.—Vancouver 

23. Derock, R.—Sudbury 

24. Edmonton Chamber of Commerce 

25. Fairclow, J—Sudbury 
*26. Fisheries Council of Canada—Ottawa 

27. Government of Saskatchewan—Regina 


28. International Brotherhood of Electrical Workers, Local Union 213— 
Vancouver 


* Brief presented at public hearings. 
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e290), 


“30; 
at: 
32. 
a5t 
34. 
3), 

SAG: 
Ss 

*38. 
oo: 
40. 
41. 


42. 
*43, 
44, 
45. 
46. 
47. 


*48. 
*49, 


50 
51 


International Railway Brotherhoods, The National Legislative Committee— 
Ottawa 


Josie, Svanhuit (Mrs. G. H.)—Ottawa 

Lacelle, A.—Sudbury 

Linde, Kathey A.—Williams Lake, B.C. 

Lorenza, M. G.—Port aux Quilles, P.Q. 

Mahaffy, N.S.—Oshawa 

McKay, A.—Windsor 

National Council of Women of Canada—Ottawa 
National Farmers Union—Saskatoon 

National Union of Public Employees—Ottawa 

New Brunswick Forest Products Association—Fredericton 
Newfoundland Federation of Fishermen—St. John’s 


Newfoundland Fish Trades ‘Association and Frozen Fish Trades Association 
—St. John’s 


Office Overload Co. Ltd.—Toronto 

Retail Merchants Association of Canada, Inc., The—Toronto 
Saint John Board of Trade—Saint John 

Saskatchewan School Trustees Association, The—Regina 
Sécurité sociale laurentienne—Montreal 


Unemployment Insurance Commission, Local Employment Committee— 
Saint John 


United Electrical, Radio and Machine Workers of America—Toronto 
United Fishermen and Allied Workers’ Union—Vancouver 
Vancouver Board of Trade—Vancouver 

White, Violet M.—Halifax 


* Brief presented at public hearings. 
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Special Studies Prepared at the Request of the 
Committee of Inquiry 


1. The Role of the National Employment Service 


PROFESSOR G. BEAUSOLEIL 
PROFESSOR M. BOUCHARD 


2. The Relationship between Unemployment Insurance and Canada’s 
Other Income Maintenance Programs 


Dr. GEORGE M. HoUGHAM 
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